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PART I - APPLICATION FOR TERMINATION OF PERMIT 


The British American Oil Company Limited (hereinafter 
called “British American") applied .for termination of Permit 
Now BALOS-leas of September 30, .1966...The application .was 
heard by the Oil and Gas Conservation Board on January 26, 1966.. 
Mr. W. M. Winterton appeared for the applicant. There were no 
interveners. 

Rermit No. BA 65-1 was stranted to British American on 
septemner 17, 1965, Following an application which is reviewed 
in OGCB Report BS fo The permit authorizes the removal 
from the Province of 730,000 barrels per year of propane over 
a ten-year period which commenced November 1, 1965. 

tiemapot Cations tatedquchat ‘in Order to: fulfil its 
commitments to its propane export market in Japan, the applicant 
has made alternate arrangements to supply the industrial and 
retail markets now being supplied under Permit No. BA 65-1". 

BE, tish American's application for a permit authorizing the 
removal from the Province of propane for the market in Japan 
is discussed in Part II of this report and the appendices. 
Me aWinterton said that British American's request for 
cancellation of Permit No. BA 65-1 was not conditional upon 


the success of the other application. 


Disposition of the Application 


The Board, having heard publicly the application under The 





(1) Report on the Applications for Permits authorizing the 
Removal of Propane from the Province of Canadian Hydro- 
carbons Limited and The British American Oil Company 
Limited under The Gas Resources Preservation Act, 1956. 
September, 1965. 


Gas Resources Preservation Act, 1956, of The British American 
Oil Company Limited, is prepared, WLth the epproval on stne 
Lieutenant Governor in Council, to grant the application .and 
ferminete Permtt No. BA 65-1, effective Ssepctempe fa s0.m 7Ga, 


by order in the form shown in Appendix to Part 1. 


APPENDIX TO PART I 
IN THE MATTER of The Gas Resources 
Preservation Act, 1956, being 
ohaptery19 of the Statutes of Alberta, 
bo doe and 


IN THE MATTER of a Permit to The 
British American’ Oil Company Limited. 


TERMINATION OF PERMIT NO. BA 65-1 

WHEREAS the Oil and Gas Conservation Board, on September 
L7GeL9655 isstedsPermit NoslBAs65=1 pursuant to The Gas Resources 
Preservation Act, 1956; to The British AmericanrOil Company Limited; 
and 

WHEREAS the Board, upon hearing an application dated 
December 10, 1965, by The British American Oil Company Limited, for 
ther termination ofethe’ said’ Permit3jpislof thelopinion’ that it is 
proper, desirable and in the public interest*that*the‘ said Permit 
be terminated. 

THEREFORE, the Oil and Gas Conservation Board, pursuant 
to the provisions’ of*TherGaseResourcest PreservationiAct , 19564 
bed@agechapterd lo ofethedStatutessoft AlbettS 24956, andiwithdthe 
approval of the Lieutenant Governor in Council given by Order in 
Council numbered O.C. and dated , hereby 
terminates Permit Nok BA»r65=<1, such terminationwto! be effective 
on September 30, 1966. 

MADE at the City of Caloary, in the Province of Alberis. 
this day of AN Ds@1966% 


OIL AND GAS CONSERVATION BOARD 


G. W. Govier 


Chairman 
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PART II = APPLICATION FOR PERMIT 
I INTRODUCTION 


British American, by application made pursuant to The Gas 
Resources Preservation Act, 1956, asked for a permit authoriz- 
ing it to remove from the Province of Alberta, 284 TO 00% 
barrels of propane per year over a ten-year period commencing 
October 1, 1966. Thelapplicationswas heard by. thesBoard on 
January 26 and 27, 1966, with Mr. W. M. Winterton appearing for 
the rapplicant. 

The Gas Resources Preservation Act, 1956, provides that 
the Board shall not grant a permit for the removal of propane 
from the Province unless in its opinion it is in the public 
intereststoldosso#havingnregard!tolthespresent sandshut une sheeds 
of persons within the Province and the established reserves and 
trends in growth and discovery of reserves of propane in the 
Province. These matters to which the Board must have regard 
were fully discussed by the Board in OGCB Report 65-11 and 


(1) 


also referred to more recently in OGCB 66-A. Some of these 
matters were the subject of representations during the hearing, 


as will hereinafter appear. A complete review of the remainder 


of them at this time is not necessary 





(1) Report on the Application regarding the Removal of Propane 
from the Province by Pacific Petroleums Ltd. under The 
Gas“Resources Preservation Act,91L956. January, 1966. 


Qualification of Applicant 


British American made its application as a person qualified 
to apply under section, 2; subsection. (1) of The. Gas. Resources 
Preservation Act, 1956. Its application stated that it produces 
or has the right to produce propane within the Province. Part 
of the propane which the applicant proposes to remove from the 
Province will be so produced by it. The qualification of 
British American was not a matter of question. 

Date of Reserve Assessment and 
Periodyor Protection 

British American in its submission presented an estimate 
of gas and propane reserves as of January 1, 1965. The Board's 
most recent estimate of gas reserves is of essentially the 
same date, that is December 31, 1964, and it has estimated 
propane reserves as of the same date. 

The period for which the Board has assessed the require- 


ments ¥o£ sthe vVProvince Sis o1966 tto sl19I955inceclusive. 


Permit No. BA 65=-1 Commitment 

As the Board is prepared to terminate Permit No.) BA bo —de 
as stated in Part) 1 of this report. it) has noteincludedean,) 
volumes attributable to that permit beyond September 30, 1966, 


in calculating existing permit commitments. 


II INTERVENERS 


The following registered as interveners at the hearing 
SF tne wapplication for a permit: 


Abbreviation of 


Interveners Represented by mame used in Report 
Canadian Hydrocarbons R. A. MacKimmie ,Q.C. Canadian Hydrocarbons 
Limited angeles le PuLllips 


Chemcell (1963) 
Limited BUy Vee Ma's sieg gQs CE Chemcell 


III SUBMISSION OF THE BRITISH AMERICAN OIL 
COMPANY LIMITED 


pe ann 


Application 

British American applied to the Board for a permit 
aWehO rie iheert to remove propane from the Province 

(a) at’ aedaily/’ rate, averaged over each year, of 

FCO barrels per. day, 

(b) at an annual rate of 968475000 barrels, and 

(c) to a total of 28,470,000 barrels during the ten- 

year period commencing on October Lee LOG. 

The propane will be moved from Alberta to Vancouver by 
railway tank car “or by pipe line, thence by tanker to markets 
in Japan. British American stated that its Japanese customer, 
Nikko Liquefied Gas Company Limited, has obtained approval 
from the Government of Japan to import from Canada for a 
period of ten years the volume of propane for which the permit 
is requested by the applicant. 

Mr. CG. Hay, President of British American: appearing as 
its policy witness, outlined the developments leading to the 
application. He said that British American mas sagmajor 
producer of oil and gas in Alberta, became concerned as early 
as 1956 with problems arising from the production of propane, 
ener condensate and sulphur resulting from the large-scale 
production of gas. Its concern over the excess of propane 
imtensified in 1963 and 1964, and it-started to investigate 


the possibility of obtaining long term markets in Canada and 


elsewhere. It found the Canadian market limited and the 
market in the United States not favourable to long term 
contracts. Mr. Hay stated that British American has entered 
into a long term contract with Nikko Liquefied Gas Petroleums 
of Japan to supply propane at the rate of 7,800 barrels per 
day for a ten-year period, and the bu ikdin gi of? faci litie'st and 
equipment necessary for the carrying out of the contract is 
proceeding. As British American predicts a volume of propane 
surplus to Alberta's requirements for many years to come, Mr. 
Hay stated the Nikko project was desirable as providing the 
propane industry in Alberta with stability and a firm base 
fropy wht ch® at cant crow. 

The applicant intends to fulfil its sales commitments with 
wholly owned propane and with propane it will purchase under 
contract from other producers. British American has dedicated 
to its Japanese customer a substantial portion of the propane 
it owns at the Rimbey, Nevis, Pincher Creek, Turner Valley and 
Judy Creek processing plants. The remainder of the propane 
owned by British American produced at the plants has been 
reserved for sales invAlberta: «The applicant said!the’ dedi= 
cated volumes amount to some 3,200 barrels per day in 1966 
and 1967, increase to about 4,100 barrels  per*day in 1972 and 
1973, and decrease to approximately 3,900 barrels per day in 
1976, the terminal year of the requested permit. British 
American submitted that its contracts with other producers 


owning propane at the Leduc=-Woodbend, Harmattan, Crossfield- 


- = ee 


Calgary, and Bonnie Glen processing p Lant smwilil wprovidermht 
with some 1,900 barrels per day in 1966, 1967 and 1968, about 
1 &70,0, shar meskis ;piertadays ins 11591619! amd! 11.940), kb, 400! barrels: "per 

day in 1971, and 800 barrels per day during each of the remain- 
ing years of the requested permit. The total supply available 
to British American from all the sources mentioned will 
increase from 5,200 barrels per day in 1966 to some 5,600 
barrels per day in 1969 and 1970 and will decrease thereafter 
to about 4,700 barrels per day in 1976. The applicant was 
confident that volumes of propane in addition to those owned 
or under contract will be available to meet its requirements 
of 7,800 barrels per day. British American, indicated) that, 
although contracts have not yet been ee discussions with 
respect to the purchase of additional propane have been held 
with participants in the Rimbey, Carstairs, Sylvan Lake, 
Windfall and Carson Creek processing plants. 

The applicant stated that the contracts it has signed 
with other propane producers are of two typeS: medium term 
five-year contracts expiring in 1971, and short term contracts 
containing terms and conditions that permit either the buyer 
or the seller to terminate the contracts before the terminal 
year of the requested permit. 

The shortiterm¢contractssare:"open=end"scontracts3ibeing 
for a firm period of one or two years and thereafter auto- 
matically continuing from year to year unless terminated by 
either party. British American projected the volumes subject 


to’ the open-end contracts over the full term off the requested 


pera2c. 

At’ the hearing, British Ameritan offered’ for* the Board's 
consideration’ a’ number of changes to the” Board’s policy and 
rules respecting the issue of permits for removal of propane 
from the Province. The proposals and a detailed discussion 


or them are’ presented in section Vor this report™ 


Reserves of Propane 

British American estimated the potentially available 
reserves “of (propane, in Alberta at January 1, 1965, to be 
483.7 million barrels. The estimate, based on British Amer- 
ican's estimate of the reserves of gas of 35.9 trillion 
Cubic srect | consieated sot threercatecories, as follows: 

ie SPropane reserves frometields. on stream or under gas 
purchase contracts with existing or proposed pro- 
pane recovery facilities. 

2. Potentially recoverable propane reserves from 
processing or reprocessing gas from fields 
presently under active gas purchase contracts 
for removal from the Province. 

3. Potentially recoverable propane reserves from 
fields now shut-in and not under gas purchase 
COM isaG Wisk 

The applicant also submitted, an estimate of, the propane 

reserves expected from gas to be discovered or to be devel- 


oped in the future. British American adopted the Board's 


aa tL ee 


estimate of the long term increase in growth of gas reserves 
of 2.5 trillion cubic feet per year presented in OGCB Report 
64-11, the Board's most recent publication pertaining to 
this matter. /iThe-applicant, as stated on previous occas one, 
is confident that this growth will continue in the foreseeable 
future. In view of the ultimate gas reserves potential of 
the Province and the present level of established reserves, 
the applicant expects the long term growth rate will be 
sustained for at least ten years. This growth would provide 
a propane reserve of approximately 325 million barvels. For 
the purpose of its submission, however, the applicant accepted 
the practice of the Board, outlined in its OGCB” Reporte 65-1", 
of using two years growth of gas reserves when assessing the 
reserves and requirements of persons in the Provinces Although 
the applicant recognized that the Board uses the long term 
growth rate or the growth of the preceding two years, which- 
ever is the lesser, it estimated the propane reserves corres- 
ponding to a gas reserve growth at the long term rate of 2.5 
trilivon cubic@ feet per year, Onv> trillion cubicmrcet omen 
be 65 million barrels, based on the average propane yield 
of all established gas reserves. 

In summary, British American estimated the propane 
Sehwintas potentially recoverable from reserves of gas in the 


Provan Cemon A lined: tant ombie: 


Propane Reserves at 


January 1, 1965 


From Established Gas Reserves Millions of Barrels 
(a) existing and proposed facilities 361.9 


(b) processing or reprocessing of 
gas now being removed from 


Alberta 49.6 

(c) from presently shut-in fields date 
B83. 7 

From two years growth of gas reserves 65.0 
Total Potential Propane Reserve 548.7 


Details of British American's estimate of reserves are 


presented in Appendix A. 


Pa 


Year by Year Availability of Propane 


British American presented its estimate of the year by 
year availability of propane in essentially the same categories 
used in its reserves estimate. 

Fields under contract with existing or proposed” proctess- 
ing facilities were forecast by the applicant to contribute 
some 28,000 barrels of propane per day in 1966, increasing to 
about" 335000 barrels” per day By 1969." and” to remain at that 
level for the remainder of the permit period. Propane from 
fields presently shut-in and not under gas purchase contracts 
are expected by British American to contribute 700 barrels 
per day in [967, “ineréuping steadily tu e900 barrels per 
day by 19/6. British American cetimated that” the proteseing 


or reprocessing of gas under active gas purchase contracts 


ie ees 


for ®removal *from®tthe 1Province will, starting in 1960" 
contribute 5,600 barrels of propane per day during each 

year of the requested permit. ~Pields@inewhtens tive 

produced gas is being returned to the formation for pressure 
maintenance purposes, with existing or proposed recovery 
facilities, were forecast by the applicant to produce 4,600 
barrels per day of propane in 1966, decreasing gradually to 
2,400 barrels per day in 1976.. 

Summing all of the estimates results in a year by year 
availability forecast of “some 32 ,000"barrele™=pergday ein) ly6c. 
increasing to about 45 ,000"barrels= per day. in Joo weand 
remaining essentially at that level during the remainder of 
the term of the requested permit. 

Details of British American's estimate of the year by 


year availability of propane may be found in Appendix A. 


ae eee for Propane 
Lee Alberta Requirements 

The British American forecast was substantially the same 
as that presented in April, 1965, and reviewed by the Board 
in OGCB Report 65-11. 

The Alberta demand was considered under three categories: 
LPG distributors (including domestic, commercial, Jindustrial 
and carburetion requirements), petrochemical feedstocks and 
mMis.cdi blew tile od,. 

A study of Alberta's overall energy requirements was 


utilized to project LPG distributors requirements touloro. 


LS oe 


Approximately 90 per cent of distributors sales were 
estimated to be absorbed by residential and commercial 
customers, thus prime importance was accorded to develop- 
ments in these markets, which were expected to exhibit 
substantial growth, but at a slower rate than in recent 
years. Industrial use of propane was not anticipated on a 
wide scale. Growth in the carburetion market was expected 
to be determined primarily by the use of propane as tractor 
fuel, with further penetration of the tractor market 
increasingly difficult to obtain. Beyond 1976, an overall 
growth of some 3 per cent was judged appropriate, having 
regard to future population growth and urbanization. LPG 
distributors demand was thus forecast to increase from 
4,500 barrels per day in: 1966:to 13,400 barrels per day in 
1995. The sole difference between these numbers and those 
presented! in April,:1965 ,;isjan additional» 200»barrels: per 
day, which conforms to an adjustment made by the Board in 
OGCB Report 65-11 to the British American forecast, reflect- 
ing some industrial and carburetion consumption originally 
classified by British American as miscellaneous demand, a 
category deleted in their current projection. 

Petrochemical requirements were anticipated to grow by 
5 per cent per year over the forecast period. During the 
yearsel966.t071976, :théelestimateds,requirements related 
directly to expected consumption by the Chemcell plant; the 


amounts involved in the later years of the forecast would 


require at least one new plant. Petrochemical demand for 
propane feedstock was thus forecast to increase from 37,600 
barrels per: day ino1966) toi14,100! barrelsn per day) by DOs, 

British American adopted the Board's forecast of 
miscible flood requirements as published in the OGCB Report 
65-l1l.s ‘It expresseditthe belief that these estimates 
reflected a realistic approach. Miscible flood demand was 
predicted to increase’ from 500 barrels’ per day in 1966" t'o 
1,000 barrelsiperddays insi9709 and’ tot continueratrethat level 
UT Give OOD ; 

In’ ‘total, Alberta’ demand) for) propane* was expected to 
increase from: 8,600 barrels’ peri day in. 1966 to’ 28,500 
barrelsmper daysin§ 1995 jj resmidingvin mverallethitty=year 
requirements, of! somed 1901p million?barrels: 

23 Permit Commitments 

The British American tabulation of permit commitments 
related. toothe originalmPacificy Petroleumse Ltdits® Permit 
Not$PP162-ljetherBritishtAmerdeant Permit No.*BAC65-1egand 
the, Canadian Hydrocarbons Permit No. CH 65-1." As» reported 
in asprecedingssection,; the Board issprepared to terminate 
the British American permit as of September 30, 1966, and 
the Pacific permit has been replaced by a new consolidated 
Pepe eeuGe PP166-2. (British American stated >that its 
tabulatdon*shouldsbevadyusted-inwthes light. of* these@tchanges. 

Maximum permit commitments as adjusted rise from 
11,300cebarrelsdpéer day in L966"Utousome lS CO0Sbarreds per 


day by 1968 and decline to 159/00, barrels sper edaygin soo 


~ Ha ee 


Overall permit commitments amount to some 88 million barrels. 
In summary, the applicant forecast that total Alberta 

requirements and permit commitments would increase from 

19,900 barrels per day in 1966 to 28,500 barrels per day 

in 1995, with a thirty-year total amounting to some 279 


million.bartrels. 


Surplus 

British American submitted that, based upon its studies 
thes reserves) and’ the year by yearl’availability of propane 
in Alberta exceed the thirty-year requirements of persons in 
the Province, the present permit commitments, and the 
additional volumes requested by it. 

The applicant presented calculations to show that the 


(1) 


three tests applied by the Board to determine whether a 
removable surplus exists have been met. 

Am outline of the three tests, and British American's 
Carcularious, das ad justeu Dy Che Board €o account for 
changes in permit commitments, follows: 

First Test. Total reserves should exceed the estimated 
thirty-year requirements of the Province and the present 
permit commitments. A surplus of some 241 million barrels 
of propane has been projected by British American after 


satisfying the requirements and commitments. The details 


or therealculation are: 





(1) See OGCB Report 65-11. pages 28, 29, 30. 


- eee 


Potentially Recoverable Reserves Millions of Barrels 
From established gas reserves 483.7 
From two years growth of gas reserves G5e0 
Total Reserves 548.7 


Thirty-year Alberta requirements and 


present permit commitments 2a 0 
Present Surplus ZO tet 
Requested by British American Pape} 58) 
Surplus if applications granted 241.2 

Second Test. The year by year availability of propane 


should exceed the requirements of persons in the Province 
and the permit commitments. British American indicated that 
a surplus increasing from some 4,000 barrels per day in 1966 
to about 14/000 barrels = pervday vin. [9IG0tedecl inti ere: ee 
after to 11;000 barrels per day vin L976) sthe ete tire eos 
of the requested permit, would result after meeting the 
Provincial requirements, the subsisting permit commitments, 
amd = the application sof s Buitieh American. 

Third Test. The reserves remaining at the end of the 
proposed removal of propane should exceed substantially 
the Alberta requirements and the present permit commitments 
Lor the remainder of the thirty-year period. A surplus of 
some 183 million barrels was estimated by the applicant to 
be available at the date the requested permit would expire. 


British American's calculation was made as follows: 


Millions»sof Barrels 
Total recoverable propane reserves 548.7 


Production during term of requested 
permit’ to’ end? of 1976 Lee 50 


Estimated propane reserves sold in 
gas stream prior to installationbos 


recovery facilities 6.6 


Propane reserves remaining at 
end of 1976 B70 


Total Alberta thirty-year requirements 
and present permit commitments 27 3%0 


Requirements during term of requested 


permit to end of 1976 89.4 

Requirements for remainder of thirty- 

year period (1977=-1995') 189.6 
SURPLUS MOS 3 

Summary 


British American contended that the application should 
be granted since 

(a) the volume of propane to be removed from the 
Providicies punsuan t to ithe, application, is .sunplus 
to the present and future needs of persons within 
the Province, 

(b) its removal would be in the public interest, 

(c) the propane reserves in Alberta are more than 
sufficient to meet Alberta's thirty-year 
requirements, the present permit commitments, 


and the permit applied for, 


ea 


(a)0 tinteachivyear of ithemterm of (the permit applied 
for, the potential propane supply in Alberta 
exceeds the Provincial requirements, the 
present permit commitments, and the permit 
applied for,. and 

(e) the propane reserves remaining at the end of the 
period of the permit applied for exceed the 
Alberta requirements for the balance of the 
thirty-year period and the then remaining permit 


commitments. 


IV SUBMISSIONS OF INTERVENERS 


Canadian Hydrocarbons Limited 


Canadian Hydrocarbons filed an intervention so that it 
would be entitled to cross-examine witnesses and to present 
argument with respect to the evidence presented and issues 
raised in presentation of the application. 

In argument, Mr. MacKimmie stated that, while the Board 
had no jurisdiction over or responsibility for markets outside 
Alberta, he thought it quite within the public interest of 
Alberta that the Board see to it that the economic health 
of a company serving traditional neighbouring markets should 
not be prejudiced by the sale of the product to a foreign 
nation. 

Mr. MacKimmie also referred to the applicant's recomm- 
endation that the rules regarding volumes under contract and 
their relationship to permit volumes be changed. He expressed 
the opinion that the rules recommended by British American 
would be less suitable for an applicant who is not a major 
producer and processing plant owner or who is seeking a permit 
for more) than ten years: In this connection, Mr. MacKimmie 
argued that The Gas Resources Preservation Act, 1956, and the 
rules observed in its administration were unsuitable for 
propane. He; contended that the calculation of reserves 
serves little purpose, as processing plants will not be built 
and specification propane will not be recovered until markets 


are available. Mr. MacKimmie also said that to buy propane 
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on a long term basis without a long term market entails 
pitfalls, and the present rules should be changed. 
These matters are, discussedsfurther in, SectionsV of 


this report. 


Chemcell (1963) Limited 

Chemcell cross-examined the applicant's witnesses, sub- 
mitted some evidence of its propane requirements, and presented 
argument. 

Mr. Relf, Assistant to the Manager, Manufacturing Services 
for Chemcell, presented Chemcell's estimate of its propane 
requirements, which showed them to increase from some 3,300 
barrelstpertidaye in’ 1l9obb tol 4400 0ibarred saiperyd ayaa nell ow ve 
He stated that while Chemcel1 did not make a detailed study 
of its requirements beyond 1970, he considered the estimate 
made by the Board as presented in OGCB Report 65-11 to be 
realistic. All of Chemcell's present requirements for 
propane are obtained by pipe line from the Leduc-Woodbend, 
Judy Creek and Rimbey processing plants. 

Chemcell opposed the granting of the application of 
British» Amerdcanslin, its) presents forms It contended that 
since the volumes of propane requested bys thes applicant’ are 
in excess of supplies which British American owns or has 
under contract, the application should not be erantedt Using 
figures obtained from OGCB Report 65-11, Mr. Relf contended 
that no part of the deficiency between the applicants 


requested permit amounts and the supplies now available to it 


ane 


by ownership or under contract can be made up from the 
Leduc-Woodbend or Judy Creek processing plants without 
jeopardizing Chemcell's supply sources. He stated that 
at the present time Chemcell could not substitute another 
feed stock for the propane now being used in its plant, and 
"Since the Leduc-Woodbend and Rimbey plants are connected 
by pipe lines to the Edmonton area market, it would be 
uneconomic and not in the public interest to allow these 
sources to be used for export, leaving local consumers to 
obtain their supplies from yet unconnected or undeveloped 
sources". CGhemcell considered that "it woulkdtbemasgreat 
economic disadvantage to it to be forced to go farther afield 
for its raw material requirements for propane". Mr. Relf 
argued that no removal from the Province of propane produced 
from the Rimbey, Leduc-Woodbend or Judy Creek processing 
plants should be permitted until it is apparent that local 
requirements are protected. In answer to a question put to 
him sby «tite jappliciant peMrscRelfisagreedsthat there iwene’ a 
number of other processing plants in the Edmonton area 
producing propane which could be used as future sources of 
supply. However, he said, Chemcell has not attempted to 
contract for propane from the other processing plants since 
its present contracts are not subject to termination until 
1969 and L970. 

Chemcell requested that the Board, if it considered it 


not in the public interest to restrict removal of propane 
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produced from particular plants, make any order authorizing 
removal from the Province subject to conditions. similar 

to thosessetihiorth in’ clausesoG andd8iaof RermipiNio gabA too= lie 
namely: 

(1) The permittee shall supply propane at a reasonable 
price to any community or consumer within the 
Province that is willing to take delivery of 
propane at the Rimbey, Leduc-Woodbend or Judy Creek 
gas processing plants, and that, in the opinion of 
the Board, can reasonably be supplied by the 
permittee, 

(2) If any community or consumer is willing to take 
delivery of propane pursuant to the above clause 
andisagneemen toon vohe priiicesto be vpaid for Jahe 
propane cannot be reached, the price to be ‘paid 
shall be determined by the Public Utilities Board 
on the application of an interested party. 

Mr. Massie, in presenting argument on behalf of Chemcell, 
again urged the Board to protect Chemcell's sources of propane 
supplies. He said Chemcell was concerned that a SiCajr Clit Vine 
propane might develop and felt this was indicated by the 
number of applications being made for propane permits and by 
the surplus calculations based on present processing Bacirhi ties , 
as they appeared in OGCB 66-A. 

As is discussed in Section V of this report, Mr. Massie 


also expressed opposition to part of British American's 
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proposed rules regarding permit volumes. He opposed 
giving extended recognition to short-term contract and 
the setting of permit volumes in excess of volumes owned 
DY VOT tinder icontract, to the permittee. 

A detailed discussion of Chemcell's proposals and its 
views respecting certain aspects of the application is 


presented, in section V .of this. report, 


=. Gee 
V BASIS OF CONSIDERATION 


Protection for AlbertayConsumers 

In OGCB Report 65-11 the Board outlined three tests which 
must be satisfied in protecting for Albetta\s propane redu tres 
ments and existing permit commitments. The first test as 
set out in the report involves comparison of the totalepropane 
reserves to the total thirty-year requirements. The second test 
involves a year by year supply-demand balance for the period of 
the requested permit and sthevthirdetes teisma comparison of (the 
propane reserves remaining at the end of the term of the 
requested permit to the,total requirements ror the remainder 
of the thirty-yeareperiod, 

In formulating the second test and as is discussed in 
detail in its earlier report. the Board limitedmines yearn, 
year supply-demand balance to less than thirty years Primera ly 
because a meaningful year by year propane production estimate 
was not considered to bespnuactical fore the 1uUbieerhinty year 
period. At ethat particular time, tnemper.od slouswhiciea 
meaningful forecast could be prepared coincided more or less 
With the period of «the requested. permits) Acudares ul tomscie 
Board set out as the second test a supply-demand balance for 
only the period of the requested permit. The Board has 
reconsidered the situation and believes a slight modification 
to this test is appropriate.  Thesmoditicaticongwouldsonpena 
the year by year supply-demand balance to coincide with the 


term of the longest existing permit to remove propane from 
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the Province. This change would, in turn, affect the third 
test and, in the Board's opinion, would permit a more meaning- 
ful appraisal of the propane surplus for the remainder of the 
thirty-year period than would result when the period of the 
supply=-demand balance was as short as say ten or fifteen years. 
Where a requested permit ‘is fora period considerably 
shorter than the period analyzed in the modified second test, 
slight deficiencies well beyond the period of the requested 
permit would, in all likelihood, have no effect on the Board's 
decision with respect to the application. However, where 
a requested permit would result in deficiencies within a 
short period of time after the period of the requested permit, 
the Board would have to give serious consideration to the 
practicability of some means whereby propane could be stored 
or production deferred so that any such deficiencies could be 


reduced or eliminated. 


Need of a Permit 
i Views of British American 

At the opening of the hearing, Mr. Winterton referred to 
the regulations under The Gas Resources Preservation Act, 1956, 
by reason of which British American is not required to have a 
permit to remove its propane from the Province except for the 
propane that would be removed by pipe line. 

Mr. Winterton and his witnesses expressed the reasons 
why, notwithstanding the regulations, British American had 


made its application. When the regulations permitting the 


removal of propane, otherwise than by pipe line, were under 
review.a year azo; it was indicated tovindus try ythat, cone 1dern= 
ation was being given to the overall regulation of the 
removal of propane, and while the new regulations that 
followed did not stop.the removal without a permit by ,other 
means than pipe line, a permit appeared to be desirable. 
Having a long term contract to sell propane, British American 
applied for a permit to ensure its ability to remove propane 
Lrom.the Province sand alsovto maintain wits ppositionsnpeLetine 
to others who might seek such permits if the regulations 
should chanee., sThe ,applicantesatdsthurtheteitha ty abe causcmo: 
the importance of the development of a foreign market for 
Propane .to sindustryetineAlberlLan elt owas app Copia bom no peeL 
tCosappear before the Board withwits application .ssAspenmi et 
to British American would give a measure of assurance to 
Lis Cus tomer . 

Under scross-examination the “applicant. sapolicy. witness 
1USmpresident Mrs 9C. Hay... said that if waspermitewereenoe 
granted British American would go ahead with its project 


Wid @reetiessex LS bine sreoule tons. 


rag Views of the Board 
‘ (1) ; . 
The present regulations excluding propane removed 
otherwise than by pipe line from the application of the Act 
specifically provide that nothing therein precludes an 


NS 


(1) Regulations Governing the Removal from the Province of 


Propane otherwise than by Pipe Line. Alberta Regulation 
28 OD 


=~ > OFC. 


application under section 5 for the removal of propane or 
a permit™pursuand to@such app Picat ton’. 

The poard “egree's with Seri tish American "that -it’ 4s 
Suitable for one who proposes a long term movement of 
propane from the Province to seek a permit for this purpose, 
regardless of how the propane is to be removed. Moreover, 
the permit is necessary if the use of pipe lines is not to 


be precluded “for ‘the’ ‘project: 


Propane to be Purchased from Canadian Superior Oil Ltd. 


One of the contraces under which the applicant will 
purchase propane for its project and about which evidence 
was’ submitted “Iis'*a contract’ with Canadian Superior Oil Ltd., 
the operator of the Harmattan area processing plant. The 
volumes under contract were forty per cent of the estimated 
volumes produced at the plant which Canadian Superior has 
authority to markeuy’* Part *of “such "propane wi FP: be "own ed "by 
Ganadian Superior and part by other owners, excluding Shell 
Canada Limited but including British American. In the case 
of pipe line shipments, the propane will be delivered and 
title pass at or near Burnaby, British Columbia, and in the 


case of tank car shipments at Didsbury, Alberta. 


te Views of British American 
When the applicant's witnesses were asked how British 
American could apply for a permit covering propane that might 


not belong tovbritisn American whe it’ tert the Province. Me. 
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Winterton stated that, until the Hydrocarbon pipe line was 
built, British American would be buying the propane in 
Alberta and its proposed permit should cover such propane. 
After the pipe line was built, the propane would be 
delivered by the seller at the British Columbia end of the 
lines At that time, Britash American -could expect that pits 
permit volumes could be reduced by the appropriate volumes, 
and if they were covered by another permit it would not 
affect the British American project, because, in effect it 


would have the same volumes. 


Ta Views of the Board 

As long as the propane covered by the Canadian Superior 
contract is received by British American in Alberta, it will be 
the proper permittee for the removal of such propane. Unless 
and until Lb .the,.pipe, line, preferred ito. 118 scons tructe deand@t he 
propane owned or controlled by Canadian Superior is shipped 
through it, British American will purchase .the propane tt 
Alberta aw The Board jis,.prepaned sto consider sthis propane sas 
a basis, fon ai permit: that, may -be granted ion -the; subject 
applications . Lf «the permit jie granted sand in the, future 
British American starts to acquire the propane from Canadian 
Superior at the British Columbia terminal of the puoposed 
pipe Lime , British American would be sexpected) to advise jthe 


Board so that any permit adjustment then appropriate may be 


made. 
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Relationship of Volumes under Contract to Permit Volumes 

In OGCB Report 65-11, the Board considered the relation- 
ship of volumes under contract to permit volumes and matters 
arising thétefrome Slt enunciated thevfollowine ®six “rules } 
which it stated it was prepared to apply until the develop- 
ment of the industry indicates the need of a change in policy: 

1. The permit will specify maximum annual volumes only. 

2. Specified volumes shall not exceéd either those 
applied for or those which the Board expects to be recovered 
from the fields or processing plants from which the permittee 
may remove propane. 

3. Where the permittee does not own or have under contract 
the full volumes applied for, the permit volumes shall, subject 
to rule 2 above, be 

(apetPfor sthiestiirsitcatwoltyears of the term /oft°the 
permit, 167 per cent of the volumes for 
such years owned or under soiree uy and 
(b) for the third and subsequent years of the 
term of the permit, 110 per cent of the 
volumes for such years owned or under contract. 
4. Where the permittee, at the time of his application, 


did not own or have under contract the full volumes applied 


for and subsequently obtains additional contracts for the 





(2) This! is equivalent ‘to! are qulvement that an’ applitant own’, 
or have, under contract), for the first two years of the 
term of therproposeéd) permits 60 per cent of the quantity 
for which authorization for removal is sought. 
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purchase of propane from the processing plants named in the 
permit, he may, during the first 21 months of the term of 
the permit, request the Board to adjust the maximum volumes 
for the third and subsequent years. If the Board is 
satisfied with the additional contracts, it may, by stipu- 
lation and subject to rule 2 above, increase the volumes 
specified for the third and subsequent years by 110 .per 

cent of the volumes made available in such years by the 
additional contracts, but, where the volumes applied for are 
uniform or declining over the term of the proposed permit, the 
volumes so increased normally shall not exceed the lesser 

af athe volumes,.speqifted- for theif imsit tewosyoairs sof gene 
permit. 

5. . lf in any year, Less than the maximum volume jor 
propane for that year is removed, the balance cannot be 
removed later. 

6.5,In calculating the,permit commitment: arising: from a 
propane permit, the Board will add the maximum volumes 
specified in the permit for the balance of the term of the 
permits Lf athe r:calculation ~is.made pin the elanst, 21 months 
of the term, or is made with respect to a proposed permit 
to determine its effect on the surplus, the volumes used 
for the third and subsequent years of the term will include 
any increases in volumes which the permittee could obtain 


by producing additional propane purchase contracts. 


At the hearing of the subject application, British 
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American submitted that the rules were unsatisfactory, and 
proposed new rules in their place. It referred to the 
statement in OGCB Report 65-11 that the Board was prepared 
to apply the rules set out therein "until the development 
of the industry indicates the need of a change of policy". 

British American stated that for the first time a ten- 
year contract for the sale of propane on a foreign market 
had been made, and this was a development requiring changed 
rules. One British American witness stated that the change 
was desired largely because the policy set out in OGCB 
Report 65-11 was, in the opinion of the applicant, too 
restrictive’ to begin’ with: 

Several times the British American witnesses claimed, 
as an advantage of the proposed changes, that they would 
reduce the number of Board hearings. 

The rules proposed by British American would leave the 
Board's rules 1, 2 and 6 unchanged but the remainder of 
the rules would be as follows: 

3. (mumbered 1 by British American) That an applicant 
own or comtrol 50% of the total amount of the propane to 
be removed from the Province. 

4. That where the permittee does not own or have 
under contract the full volumes applied for the permit 
volumes shall be, 

(a) ° for the first’ two years of ‘the’ term of ‘the 


permit, 200% of the volumes for such years 


owned.or under contract = with) permittec 


being entitled during,» the firste2) manthe 


of, the sternm ofuthespermit stoerequectethe 


Board to,adjust.byactipulatiloneupetomenc 


permit requirement from any source what- 


soever; 
Cb) Dab orst he 
term of 


LLO PROF 


and 
third and subsequentsyeatsmoat eune 
the permit the maximum volume to be 


the total volume Jownedsand gunder 


cantract at the end of the second -yecaneupeeeo 


di, Maximumwpof sthe, permLe wnequiremen tae pon 


receiving notice of termination of any 


supply contract permittee shall promptly 


advisie the, Board pbut.shallonave thesrugme, 


within thirty days of gthbe sedate “ofeceruin— 


at1.0Ns,.0.f «50,0 §COmt raic Gwe Gomer Gac Cr mEDry, 


Stipulation, a like: quantity Jot = prepage 


from any source. 


(Represented by British American in Exhibit 4 as a revision 


of Rule 34 but appeaning to ube sa svevisdi on, of Phu Lesio andes )e, 


54. .£ in any year less thangthe maximum Oo bumemo. 


propane for thatyyear is. removed, the. balance jcannots be 


removed later, provided that if a permittee's annual volume 


for any year is reduced by the Board as a result of any 


emergency then the volume so reduced may be removed when 


the emergency is over. 


(Revision «of Board iseeRile. Now 5) 


de Open-end Contracts 

Views of British American. British American urged the 
Board to accept open-end contracts under which it purchased 
propane as showing that it would have a supply of propane 
in the amounts each year provided for by such contracts 
for the term of the proposed permit. This submission 
affected its other recommendations regarding the rules. 
An open-end contract for the purposes the applicant proposed 
would be one which has firm provisions for the sale of 
propane for a period of at least a year and which would 
continue in operation after that unless terminated by notice 
by one of the parties. British American submitted that 
permit volumes should include volumes for which the permittee 
has open-end contracts, subject to reduction if an open-end 
contract is: terminated and is not replaced by a contract 
for equivalent supplies, possibly from another source. 

Thevapplicant stated!ithatvshort-term contracts are 
normally used in the industry for. sale of propane. Such 
sales are more comparable to sales of liquid hydrocarbons 
than to sales of!gas. /The applicant's witnessesiexpressed 
thesopinion thatgr2althoughithethistoricalsexperiencer and 
analogy to which they referred both involved conditions of 
surplus, the preference for short-term sales would continue 
even when demand for the product was greater. Although 
several of the propane contracts referred to at the hearing 


were for rather longer terms -- British American's contract 


sm 3 = 


with a Japanese purchaser, Chemcell's purchases, and the 
Judy Creek contracts -- nevertheless British American 
stateddtheq maijjorityy of sipropanes contractesaine numbers tig not 
in volumes covered by them, were for periods in the range 
from six months to a year. 

For British American long-term contracts with 
producers of propane would be desirable. However, it said 
it had limited success in obtaining such contracts for 
volumes to meet its commitments because of reluctance of 
producers to change from short-term contracts. The 
applicant's witnesses stated that producers preferred the 
short-term contracts because propane prices have tended 
to vary, and because in recent years the price has usually 
been low due to the surplus of propane. Producers have 
not been too concerned about obtaining long-term contracts 
for propaneygocastthisapreductvhas@been, anciddarvatoncas 
and there has been little on which to base a» ilong=-term’ price. 

Asked if a change of rules to accept short-term 
contracts would be fair to others interested in the removal 
of propane from the Province who had directed their efforts 
to obtaining long-term contracts, the applicant's witnesses 
said it would be fair as the rules it proposed would apply 
to everyone. 

Views of Interveners. In presenting argument on behalf 
of .GChemeell, Mrs Massiexstatedithat»the applicant jshould 


only have a permit to remove on a long-term basis that 


30 


propane over which it had long-term control and should 
remove the propane it acquired under short-term contracts 
under the regulations without a permit. He suggested 

the "applicant's" wanting? the best: of “both sides! "* He 
viewed the applicant's statement that producers did not 
like to tie themselves to today's price as an indication 
of shortage. 

Views of the Board. The “quesition of ‘the treatment ‘to 
be given to open-end contracts is not one of change in the 
present rules, but it must be decided before the proposed 
rite “chaneés “Gan be considered.” The -errect of *open=end 
contracts determines the volumes of propane under contract, 
and once these volumes have been determined the application 
OF the rules maybe made. However, the rules proposed by 
British American assumed the acceptance of open-end contracts 
as showing that it would purchase propane for the duration 
of the proposed permit. 

Rt*times “during the hearine Lt’ appeared tothe board 
that short-term contracts and open-end contracts were spoken 
of as if they were substantially the same, and this undoubt- 
edly was loose use of terminology rather than an indication 
that’thése Cypées ct contracts are the™same.” “Where a*contract 
forthe Sale”of propane is>for av°derinite™term, whether it 
be two months or twenty years, then the Board must regard 
the sales as ending when the term ends. On the other hand, 
where there is an open-end contract, the sale of propane 


under Jit will_continue..until.oneof..the.parties._takes..an 
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active j, positive sitepyiio, bringiiabouts its) termination. eon 
absence of evidence that an open-end contract will be 
terminated the Board is prepared to accept the Soar eee 
as beingyf or "the: (term of 8a, proposed, permit, biba-sipieimtaro 
the condition that, whenever notice of termination of such 

a contract is given, the permittee shall promptly advise 

the Board -and™thes board by sstipulation, shavlredtcemete 
permit volumes accordingly, subject to possible substitution 


which will be discussed under the heading "Volumes for the 


Chi ndwandsela terme Vier rsa ote. seems. 


Phe Ownership or Gontrol of 50 per centr of st ofa eAmoume 
Views of British vAmerd Canw | bots beAmM err ca i) iceste ce 


new rule was enlarged upon and clarified by the testimony 
of its witnesses. Under it, the applicant for a permit 
would be required to ownwor have undermcontracts: 120) apex 
cent of the volumes applied for for each year of the 
proposed term of the permit. In calculating the volumes, 
open-end contracts would be considered as being for the 
proposed permit term. (The proposal would change the 
present rule 3, which covers the equivalent matter, in 

two respects; clause (a) of the present rule allows permit 
volumes in the first two years of 167 per cent of the owned 
and contract volumes, rather than the 200 per cent which 
would be allowable under the proposed rule, and the present 
rule requires that the applicant have owned or contract 


volumes only for the first two years of thespermiteratcner 
i a ee ee eee 


(3) Subject to the qualification that the contract must be 
firm for at leastsone year. 
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than for the full permit term.) 

British American presented the new rule as a minor 
chante (thate would oflenmw tug eli tile more flexibility, « bint 
agreed that, by its application to the third and subsequent 
years of a permit, it was more restrictive than the present 
rule. 

Asked if the change of rule might not prevent the 
CGusideration of cothersanplications duninog the first. two 
years of a permit where the surplus was small, the applicant's 
witnesses said that this was possible, but at the present 
time its. supply figures were more optimistic than, the Board's. 
They also stated under examination that with the proposed 
rule san applicant would likely be a producer or have an 
Dieter e sino a pl ale 

Views of the Board. With regard to the relationship 
between permit volumes and volumes owned or under contract, 
white the wercentace giscd. be it 0167 or. 200, for the, permit 
volumes that will be allowed in the first two years in 
relationship to the volumes under contract, is necessarily 
a judgment figure, the Board thinks that the J6/ per cent 
is a reasonable figure and one that gives some assurance 
of supply for the fire? vears of a permit. .Funther she 
Board. is, of the opinion that) an increase, in this percentace 
would unjustifiably, tie up further, propane, reserves. during 
fhe Liretotwo. vears Olena pern Los he e Ce nicest oe ba 
could exclude other applicants where there was not a 


substantial surplus. 
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With regard to the part ofthe “proposed rule tuatevourd 
require “the applicant to "own™or control the paste yc wunes 
for the roll term ct the proposed permit tnt cmcou ras ie 
much more onerous upon an applicant whose position was 
different: from that “of British American or whose app licatrron 
was for a permit. for a longer term. 

For the apove’ reasons the Board isnot preparec to 


make the changés in “this rule advocated by Britven mer tear. 


oe Volumes for thes third “and later Years vor sas bermic 
Views of British American. Under the applicant's 


proposed rule 4, the volumes for the third and subsequent 
years would be set at the end of the second year on the 
basis of the contract volumes the proposed permittee has 
obtained to that time, much the same as under the Board's 
rules. However, under the rules proposed by British 
American, open-end contracts would be given the effect 
described above, and if any should be terminated during 
the term of the contract, the permittee would advise the 
Board and would have the opportunity to replace, by 
stipulation, a like quantity of propane from any source. 
British American said that the present rules, even 
with the 110 per cent provision, were too inflexible, and 
did not recognize the extensive practice in Industry (of 
exchanging and trading propane. A permittee needs the 
right to make substitutions based on such exchanges and 


trades to adjust to plant shut-downs and fluctuations in 
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demand, to make up volumes when contracts are terminated, 
and to place him in as good a position as a non-permittee 
dealing in propane. It would also make it easier for the 
permittee to supply local consumers. 

The British American witnesses thought any exchange 
provision in a permit would help to some extent but that 
the substitution provdsionotheyuaskedliniitsafullseffect 
was needed. They said there was little danger that the 
Board would not be advised of changes in source of supply, 
because the permittee would not place his permit in 
jeopardy. The Board, they said, would retain the control 
necessary for the purposes of the Act by maintaining a 
total surplus. 

When questioned as to the desirability of a rule that 
would enable a permittee to remove propane from fields not 
named in his permit without others who depended on such 
propane being able to express their views, the witnesses 
said the important thing was that the person taking the 
propane have it under contract and that, in any event, 
considerable amounts of propane have been going out, 
uncontrolled, by tank car. Also under examination, the 
witnesses said that the proposed rules would help the 
permittee to pick up supplies of propane. 

Views of Interveners. Chemcell's witness, Mr. J. A. 
Relf, upon cross-examination, stated that he was quite 


aware that "swap-outs" or exchanges of propane occurred, 
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but he could not see how he could talk about an exchange 

on a long term basis. He said he would have to know the 
details before he could be either for or against an 
exchange that might on occasion be proposed. In presenting 
argument on behalf of Chemcell, Mr. Massie opposed British 
American's proposed change which would enable a permittee 
to obtain a change in its source of propane without a 
hearing, as it could make inroads in Chemcell's supplies 
and would be contrary to section 7 of the Act. 

Views of thee Board?-SThe*BoardYbelievess thats iwithvthe 
acceptance of’ open-end contracts assindicatinesthe 
acquisition of propane for the term of the permit, some 
provision for the substitution of "contracts 1 Secuitae came 
desirable. It is prepared to give a permittee whose contract 
has been terminated an opportunity to show that he has made 
‘an arrangement to acquire propane produced at a processing 
plant named in the permit to replace the volumes to be lost 
through? terminationrof contract .-aThes Board :belteves.thatia 
replacement from a wholly new source could adversely affect 
the interéstssofvothers andl intbanrexceptionalp case, perhaps 
afifectia publicointeresthamandsadt istnotdpreparedhwtot ediewseuch 
a replacement byo stipulations by the) Boarditc (Inia: cases where 
a permittee enters intogaictontract! fore propaner fromea 
processing plant not named in its permit the Board believes 
the matter should be dealt with as an application to amend 


the permit. 
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To facilitate the short-term exchanges of propane the 
Board is prepared to include 2ne@thes® termsrand’ conditions of 
a propane permit, a clause similar to the exchange 
provision that appears in many of the gas permits, with 


such modifications as seem desirable for this purpose. 


4. The. Proviso, proposed. for Rule 5 

Views of British American. British American suggested 
that where a permittee's annual volume for a year is 
reduced by the Board as the result of any emergency then the 
volume so reduced may be removed when the emergency is over. 
It did not, however, present evidence in support of this 
suggestion. 

Views of the Board. The propane permittee in his 
operations enjoys a flexibility not available to the gas 
permircuce if that ie Lo sup ject ory tO at ania nt — 
ation. and tet to, aemaximum daily rate. Further, if the 
vOlume authorized for a year was not removed in the year, 
this same propane, unless stored, would not be available 
in the @nsuinge year. In light of these” views, the Board as 
not prepared to make the change requested. 
aLe P.oai-t Lont ‘otf the. Boardviiy tres pec tito 

Policy Changes 

The opportunity of interveners to present detailed and 
well developed views on need of a change and on the specific 
rule changes proposed by British American was substantially 


reduced by British American's failure to acquaint them, or 
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the Board, with the recommended rules until after the 
hearing was in progress. 

The Board appreciates the effort British American 
has made in developing its recommendations for improve- 
ment of the Board's rules regarding permit volumes, and 
it has made a careful study of the proposed new rules and 
the general effects that could be anticipated from their 
application. As set out above, the Board_1s accepting. the 
British American recommendation regarding open=end contracts, 
and is accepting in part the recommendation regarding 
replacement of terminated open-end contract volumes. 

The Board is prepared to Cotleider further change sor 
this policy when the development of industry indicates it 


is needed. 


Regional Protection or Protection of a particular supply 


ee Views of Chemcell 

In Chemcell's submission, described more fully in 
Section -1V of this report, it asks that) no remove te: Lome cuc 
Province of propane produced from the Rimbey, Leduc-Woodbend 
or Judy Creek processing plants be Derm tecd=unt i Leitesas 
apparent that local requirements” are protected. Alternec— 
ively, Chemcell asked that’,""1t “the Board wil foueresecrice 
removal from particular plants, lt maker any permit coat 
might be granted upon the application subject to the usual 
term or condition purstant to clause Xe) of Sectionmo or 


the Act requiring the permittee to supply any community or 
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consumer within the Province that is willing to take 
delivery at any of the named processing plants. 
ie Views of British American 

In tabulating the sources from which it expected to 
take propane for its project, British American reserved 
1500 barrels per day from its own or controlled production 
to serve tora tcirs tomer ss, Jalnic buded) in! this amounts was 
1200 barrels per day to fulfil: the applicant's contract 
with Chemcell. 

Mr. Winterton stated that approximately 14,000 barrels 
per day of propane are being produced from plants in the 
Edmonton area, which offer excellent potential supply 
points for consumers in that area, including Chemcell. He 
said that Chemcell did not appear to have made any effort 
to obtain propane from any processing plant other than those 
referred to in its intervention and he submitted that 
Chemcell was unreasonable in insisting that all its supplies 
must come from those processing plants. 

5% Views of the Board 

The Board would not consider the granting of a permit 
LEseianics SOpindonge thatemichse cresultednitherejbeange 
insufficient propane for the present and future needs of 
persons within the Province. Such needs include those of 
Chemcell. 

Asvetatedr insOGCB Reportw65-11, the Board, in 


preparation ofrthat report gavepconsideration to/whether 
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the balancing of production and requirements should be 
made on an area or Province-wide basis. It was then 
convinced that a detailed area analysis was not warranted 
because propane is produced in various areas of the 
Province and marketing facilities exist over essentially 
the; -emtire. Provinice:.! o:The Board wsttiblyholdss toy hiss rule ; 
as a general one, but believes that a case could arise 
where ita womld dei desirable, iin ithermpublictinterecite) to 
provide regional protection. 

The Board agrees with Chemcell that its alternative 
proposal is desirable, and that any permit arising from 
the subject application should contain a clause of the type 


authorized by clause (e) of section 9 of the Act. 
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VI FINDINGS 


The Board having heard publicly the application under 
The Gas Resources Preservation Act, 1956, of The British 
American Oil Company Limited and having studied the evidence 
submitted by the applicant and the interveners at the public 
hearanege of the*applitations ands having reéegard*to the advice of 
its staff, to its own knowledge, and to its responsibility 


under®the Act, finds fas follows * 


Les IN THE MATTER OF THE RECOVERABLE RESERVES AND 
THE YEAR BY YEAR AVAILABILITY OF PROPANE IN 
ALBERTA 


The Board estimates the total recoverable reserves of 
propane in Alberta as of December 31, 1964, (being the date of 
reference of the Board's last comprehensive review of the 
reserves of propane and of gas as well as that of the applicant's 
review) to be some 398 million barrels, of which some 334 
million barrels will be recovered from existing processing 
plants and some 64 million barrels will be recovered by more 
eompletie processing “of “GasPite there is sultiicient “demand for 
propane. The corresponding estimates made in January, 1966, 
and presented in report OGCB 66-A are some 394, 330 and 64 
million barrels respectively. 

The Board estimates the production of propane from exist- 
ing and Board approved processing plants will be approximately 
317000 “barrels perveday*in £966 F*wilierange*rromes4 O00 ¥ts 


35 [000 barrels pér day ‘dieing * the "period yoy sto lo 7s Pinelusive, 
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and will then decline gradually to about 16,000 barrels per 
day by 1987. The Board further estimates that if there is 
sufficient demand for propane, additional recovery will occur 
at processing plants to be constructed in the future or by 
the installation of deep-cut recovery facilities at existing 
plants, in an amount of about 8,000 barrels per day commencing 
in 1968. Combining these two estimates gives a year by year 
availability of propane of some 31,000 barrels per day in 
19667)" (35s, O00) barre le?*per. day in 1967, 41,7000 to 742,000 
barrels per day during the period 1968 to 1978, and declining 
gradually to aboute22,0000barrels sper “day by sl3cme 

Details of the evidence and the Board's estimates of 
reserves and year by year availability of propane are 
presented in Appendix A. 
ae IN THE MATTER OF THE TRENDS IN EXPLORATION AND 

, THE GROWTH OF RECOVERABLE RESERVES AND YEAR BY 
YEAR AVAILABILITY OF PROPANE IN ALBERTA. 

The Board has not altered its estimate of the growth of 
reserves of gas expected during a two-year period (4.3 trillion 
Cubic feety, or of thé reserves of propane: assuclatecywueigi. 
(43 million barrels) presented in OGCB Report 65-11 and report 
OGCB 66-A. 

The Board estimates the year by year availability of 
propane from this growth in reserves to commence in 1970 at 
a low rate and to increase to about 4,000 barrels per day iby 


Loe7s. 


Details of the evidence and the Board's estimates are 


presented in Appendix A. 


og IN THE MATTER OF THE PRESENT AND FUTURE 
REQUIREMENTS OF ALBERTA FOR PROPANE AND 
THE PRESENT PERMIT COMMITMENTS 

The Board estimates the requirements of Alberta for 
Propane for the thirtyeyear period, January 1, 1966, to 
vecember D1 ,51995 to be some 22uenilliion barrels. The 
present estimate is unchanged from that presented in OGCB 
Report 65-11 and report OGCB 66=A’. 

With the tnerease in the quantity of propane Pacific 
Petroleums Ltd. is authorized to remove under Permit No. PP 
66-2 and the termination on September 30, 1966, of Permit 
No. BA 65-1, if approved by the Lieutenant Governor in Council, 
the permit commitments adjusted to January 1, 1966, have 
increased from some 71 million barrels to some 88 million 
barrels. 

Details of the evidence and the Board's estimates of 
Alberta's requirements and the present permit commitments are 
presented in Appendix B. 

IN THE MATTER OF THE MEETING OF THE 1966-1995 


REQUIREMENTS OF ALBERTA TOGETHER WITH THE PRESENT 
PERMIT COMMITMENTS , AND THE RESULTING SURPLUS. 


as 


Having regard to the 334 to 398 million barrels of propane 
estimated to be recoverable from established gas reserves, the 
43 milliom barrels of propane estimated to be recoverable from 
two years growth of "gas sereserves, thesthirty-year requirements 


of Albertaisof 2/21 mil hiomebarnebs:\ef spropane , .and ithe present 
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permit commitments of 88 million barrels, the Board finds 
that there is an overall surplus of 68 to 132 million barrels 
of propane. The 68 million barrels is based on existing 
facilities and the 132 million barrels on future facilities. 

The Board estimates that after providing for the annual 
requirements of Alberta and the subsisting permit commitments 
there will be a propane surplus, based on production from 
existings facilities; sofl1,000 barrelss per daymiu tooo ewhich 
will increase to some 13,000 barrels per day in 1967 and 
declineseradvally tol l.,000) barre lseepergday @by 17a 
deficit. of some 2,000 barrels per day is indicated in 1980, 
increasing to approximately 7,500 barrels per day in 1985 
to 1987. =Jf allowance is made for future, processing facili- 
ities, <the-surplus vin’ 1966-and 1967: teeunchanged @burcetnen 
increases to some 19,000 barrels per day in 1968, declines 
thereafter to a balanced: position by 1984 and pemains at 
essentially this: level to 1987.) As. indicated@ingits = two 
previous propane reports, the Board places greater weight on 
the latter) fieures. and is satisticd@thatechemdertcic 1o1ce 
indicated €by -ueistr felting. the fanieilysi's stofexisivi neg acilities 
will not materialize. 

The Board estimates that the reserves of propane in 
1987, at the end of the term of the longest subsisting 
permit sformathe removal tof propane, awkibube ih2 9 ‘mikkvonmebarnels 
whthsesmirs ting facilitiesidand 2137: emibiion tharreil st jimekudimg 


future facilities. Alberta's requirements for the remainder 
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of the thirty-year period, 1988 to 1995, are some 80 million 
barrels, thus indicating a surplus above the requirements 

of the remainder of the forecast period, of 49 to 57 million 
barrels. 

Details of the evidence and the Board's analysis of 
these matters appear in Appendix C. 

2 IN THE MATTER OF THE BRITISH AMERICAN OIL 
COMPANY LIMITED'S REQUEST FOR AUTHORIZATION 
FOR THE REMOVAL OF PROPANE AND THE SURPLUS 
WHICH WOULD RESULT IF A PERMIT IS GRANTED 

The Board finds that if the British American application 
were granted, the overall reserves of propane surplus to the 
thirty-year requirements of the Province and the permit 
commitments would be some 39 million barrels based on exist- 
ingyfiacilities.and.1l03,million.batrels+ based oniiuture 
facilities. 

The Board finds that after providing for the annual 
Alberta requirements, the subsisting permit commitments, and 
the volumes requested in the application, the year by year 
surplus of propane, based on production from existing faci- 
lities and including a two-year growth of gas reserves, 
would bem Ssg0005bDartele? pertdaytin® 1967" decteasing = to%500 
barrels per day in 1970. A deficit of 700 barrels per day 
would occur in 1971, increasing to some 4,000 barrels per 
day by .1976482ASeUTptEes o'MAbOuGTS ;OO0NbErrelsvper day is 
estimatedein: 1977/g2afterithetéexpitrycofithe permit currently 


requested by British American; this would decrease to 1,000 
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barrels,pem day .by,~L979e1A odefiiicit of raeme 42,000 sbarine be 
per day would again occur in 1980, increasing to about 
7,500 barrels, pen day by 7L985 to, -l9O8y. aubt gal oman ceric 
made for future processing tacilities, thes sump livcmain = cr 
is unchanged, but would then increase to some 11,000 
barrels per day in 1968, decreasing gradually thereafter 
tovabout 4,000 barrels per day byml97 6 mA ctor iecmped mre 
requested by British American:expires),, the surplus in 19/77 
would be approximately 11,000) barrelssmpe x day), idejleneasing 
to. a, balanced, position: by, 1984.4 and? would premai mat) fe sieen— 
tially, thatpevel.to, 1987/4 Asudini the! leasesofe Finding ia otic 
Board places greater weight on these latter figures and is 
satisfied that the deficiencies indicated by the former 
figures would not materialize. 

Should the application be granted, the reserves! remain-= 
ing in; 1987. at. the.end, of; the, term) of;-the diongesiti subsisting 
permit for the.removal,o£f propaneswandi thes sarpliusmovers the 
remaining thirty-year requirements of Alberta and the 
subsisting permit commitments, would be unchanged from the 
129 to 13/ million, barrelsegoteareserviess andgtromiahe #9) tio 
57 millien,barrelsackosurplus,refexrreds to] ingFiandinge 4s 

The Board concludes that the application could be 
eae a without adversely.affecting thecprotection: for-Alberta's 
requirements and the subsisting permit commitments. 

Details of the Board's analysis relating to these 


Matters are presented .in-Appendix.D. 
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on IN THE MATTER OF THE VOLUMES OWNED OR UNDER 
CONTRACT AND THE PERMIT VOLUMES REQUESTED BY 
THE BRITISH AMERICAN OIL COMPANY LIMITED 

The Board finds that, over the term for which British 
American requests authority to remove propane, it owns or has 
under contract in each year some 60 to 70 per cent of the 
propane it proposes to remove. Under the Board's Dod dey, 
for the issuance of permits for the removal of propane as 
discussed in OGCB Report 65-11 and in Section V of this 
report, a permit could pe issued, with the approval of the 
Lieutenant Governor in Council, authorizing the removal of 
surplus propane up to the full volumes requested by British 
American for the first two "years of the! proposed period of 
removal. For the third and subsequent years, a permit 
could be issued authorizing the removal of volumes equiva- 
lent to 110 per cent ofsithose actually owned or under 
eontract to British American. ~The volumes in these subsequent 
years would be subject to increase by stipulation by the 
Board upon the Board being satisfied within twenty-one months 
aiter the commencement” of the term of the ‘permit that 
British American has additional volumes under contract. The 
volumes "ror each year specriried in the Sstipulacion would be 
the lesser of the volumes originally applied for or the 
volumes equivalent to 110 per cent of those which the Board 
1s satisfied British American “Owns Or Has Unaer "Contract in 
the processing plants named in the permit. The volumes 


British American now owns or has under contract and the 


=, Se = 


minimum and maximum volumes that could be included in a 
permit are Shown in’ Table) D=12 
eS IN THE MATTER OF THE DISPOSITION OF THE 
APPLICATION OF THE BRITISH AMERICAN OIL 
COMPANY LIMITED 
All things considered, the Board is prepared, with the 
approval of the Lieutenant Governor in Counel Pow toes siema 
permit to The British American Oil Company Limited author-— 
izing it to remove from the Provinces the volumes of propane 
shown in Table Del, the permit to be in the form shown in 
Appendix E and subject to the terms and conditions therein 


contained. 


Respectfully submitted, 


G. Wy Goviere ts... 
Chairman 


AseFarManylukg@Par Eng: 
Deputy Chairman 


Dated at Calgary, Alberta 
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APPENDIX A 


THE PRESENT AND FUTURE PRODUCTION AND THE 
RESERVES OF PROPANE IN THE PROVINCE OF ALBERTA 


Future Production of Propane 
Lig Production of Propane from Established Gas Reserves 
(1) Views of British American 


Duxinge pthe hearing hofssthe Britdish Amer iicdn fapp lication, 


evidence as to the expected propane production from established 


gas, reserves forthe period .1966.to 1976 inclusive was given 
behalf. of4 thesappli cante bys Ay. tJanischs« Jn+ Bad Dad egplandey .g M. 
Beddome. British American based its forecast on its own 
estimate of gas reserves as of January 1, 1965. 

In the British American submission, propane production 
from established gas reserves is expected to increase from a 
1966 production rate of some 32,000 barrels per day to about 
45,000 barrels per day by 1969 and to remain at that level 
through (Os bn 

The forecast submitted by British American was prepared 

generally in the following manner: 

1. The propane supply from oil and gas fields now 
producing or under gas purchase contract with 
existing or planned propane recovery facilities 
was estimated on an individual plant basis. 

2. Future gas production from uncontracted gas 
reserves that will be necessary to satisfy the 


Provincial requirements plus authorized removals 


on 


from the Province was estimated. This was done 
by subtracting the gas available from contracted 
fields from the total demand for Alberta gas. 

3. The propane supply associated with the expected gas 
production from uncontracted reserves was estimated 
assuming a recovery ‘ratio%of 10 barrels “of *propane 
per million cubic feet of residue gas. This ratio 
was based on British American's estimate of the 
present average propane recovery ratio for producing 
fields. 

4. The propane that could be recovered by additional 
processing or reprocessing of gas from fields chat 
are ‘currently under contract for removal from the 
Province was estimated. This was done by applying 
a propane recovery ratio of some 9 barrels per 
million -cubic "feet of? gas: ‘to the estimated. daily 
production from these reserves. 

(2) Views of the Board 

The Board has reviewed its own forecast of propane 

production from established gas reserves based upon existing 
plant facilities and future plant facilities as presented in 
Tables A-1 and A=-2 respectively of OGCB Report 65-11 and 
adjusted in Appendix A of OGCB 66-A. (The adjustments made 
in the latter report included an increase in the estimated 
production at the Nevis, Turner Valley, Pincher Creek and 
Empress processing plants.) On the basis of information 


submitted by British American at the hearing, the Board has 
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made further minor revisions to its forecast and has increased 
the expected production from two additional processing plants. 
The estimated future propane production from the Rimbey 
processing plant has been increased by about 600 barrels per 
day. The increase results from both an increase in the 
estimated liquid content of the raw gas and an increase in 
the propane “recovery efficiency expected in the future. This 
increase in the production from the Rimbey processing plant 
corresponds to the adjustment made to the expected propane 
production from the Empress plant as referred to in OGCB 66-A. 
The propane production expected from the Judy Creek plant 
alsa bas sbeen increased for tue yeare 1966 to 1970... The 
earlier eb oerd forecast assumed that gas throughputs corres = 
ponding to the processing plant capacity of 3,600 barrels per 
day ©© propane would not be achieved until 1970. However, the 
Judy Creek processing plant has already reached its capacity 
and the forecast has been revised accordingly. The increased 
production reflected in the revision is some 1,200 barrels per 
day for 1966 declining to some 100 barrels per day by 1970. 
The Board's revised forecast of propane production from 
establisbhed® reGetves* and* existing: facilities is presented in 
Table. A=d Me kor thetreascnss.discussed gHni section Vi athestore= 
cast covers the period 1966 to 1987 inclusive. Also shown in 
the table are the comparable forecasts taken from Table A-1l 
of OGCB Report 65-11 and the forecast prepared by British 


American. (In Table A-l and all’subsequent tables in this 
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appendix, the production figures have been rounded to the 
nearest 100 barrels per day.) 

The table shows that the revised Board forecast predicts 
an increase from a 1966 propane production rate of some 31,000 
barrels per day_to. a peak of ,over 34,000, barrels spexngdayein 
1967. The production is then expected to remain approximately 
level.until 1973. and _then,.on the basis ,of currently sestablisned 
reserves of gas and existing facilities; .togdecline slowly 
thereafter .to pabout 165000 jbarve lis Sper david yao ne 

Table A-l1 also shows that the production from established 
gas reserves and.existing facilities as forecast by British 
American is close to the Board forecast for pthe syears 966) and 
1967 but is ereater by, some 15500 to 27 5008b4ar pe temp ewan, 
for the period 1968 to 1976. No comparison. ts possib Len beyond 
1976. Although there are many minor differences) in sthest ome— 
cast production when referring to individual »processing planta, 
it appears that.the difference jin, the, totals sis paimanig yadue 
to the inclusion by British American of propane production 
from the. Carstaixs. processing iplantis) Lhew Boardeiac es eceniag 
received from the operator of the. Carstairs) procesisinse pant 
an application to recover, propane but, since. the necessary 
processing plant alterations have not been approved by the 
Board as of March 1, 1966, the.forecast, production, hasybeen 
be titeoin ofa category of production, from future, facilagicss 

The .Board. has, also reviewedyits, foreceastyotpaddi mona 
propane production from future processing facilities as 


included in OGCB Report 65-11. For the reasons outlined in 
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OGCB 66-A, the Board is of the opinion that no change is 
Warranted tlipth iewpe stpoee thenGerecast yo tt ht ertiwes 

They Board ist ‘curren t’fiore cast ‘of? additional propane 
production from established gas reserves and future processing 
facilities for the period 1966 to 1987 is shown in Table A-2. 
Also shown is the comparable estimate made by British American 
Dowel he, peniio d’ 119665 to 197 6Rltdhe table showst tthat® the Board! s 
forecast of propane production from this source is about 700 
barrels per day lower than the British American forecast for 
the years 1967 and 1968. The difference then increases to 
about 2,400 barrels per day by 1976. The difference results 
primarily because British American used an average propane 
recovery tation based ont those’gas Teserves’ mow on stream an 
estimating propane production from uncontracted gas. The 
Board estimate involved a study of shut-in gas fields and 
reflects a lower propane recovery ratio because many of the 
fields are small and extensive propane recovery from them 
does not appear economically feasible. 

Table A-3 has been prepared to compare the Board forecast 
of total propane production from established gas reserves to 
the British American forecast. The forecasts represent a 
combination of those amounts shown in Tables Awl and A-2. 

The table shows that the Board forecast from established 
reserves is similar to the British Ameri¢an forecast for the 
years 1966 and 1967 but is considerably lower for those years 


thereafter where comparisom 18 possipie. This is primarily 
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because the British American estimates are much higher with 
respect to expected additional production from future 
processing=sactltvrvecs 


2a Production of Propane from the Proposed 
Permit Supply Processing Plants 


British American proposes to remove from the Province 
propane produced at the Bonnie Glen, Crossfield, Harmattan, 
Judy Creek, Leduc-Woodbend, Nevis, Pincher Creek, Rimbey and 
Turner Valley processing plants. Table A-4 has been prepared 
to compare the propane production from each of these process- 
ing plants as forecast by the Board and by British American. 
The quantities British American proposes to remove from the 
Bonnie Glen and Leduc-Woodbend processing plants are set by 
eontract and are not. related tomthepplanteproduct on soe 
this reason, British American didenoteinc udewam ore « 25 cor 
production from these two processing plants. 

Table A-4 shows that the Crosstieldsprocessin tap anc 
production as forecast by British Americanmis Nighe eciane luc 
Board's forecast. This results £rom the Brit tongamerican 
recognition of an expected expansion of the processing plant 
in the near future. Since thes Board hasenoteasmoimMal ciel. 
L966, approved. the expansion, it 1eeno0tere?l lecredeinetnesbodaae 
forecast. .The British American forecast of propane production 
from the Judy Creek processing plant is also higher than the 
revised Board forecast. The Board has reviewed its estimate 
and since the predicted propane production, corresponds. to 


the capacity of the existing processing plant, believes that 
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no change is warranted at this time. 

The table also shows that the British American estimate 
of production from the Nevis processing plant is higher than 
as estimated by the Board. This is because the British 
American estimate reflects an increased throughput of gas at 
the processing plant as a result of additional contracts with 
Trans-Canada Pipe Lines Limited. Since the removal from the 
Province of the gas covered by these additional contracts has 
not as yet been approved by the Board, the associated ‘propane 
production has not been included in the Board's forecast. 

The Board's forecast of production from the Pincher Creek 
processing plant is higher than the British American fore- 
cast. The Board having reviewed its own forecast and having 
no new evidence with regard to composition or reserves of 
marketable gas, is retaining the figures consistent with the 
Board's gas reserve estimate as of December 31, 1964, for the 
Pincher Creek Field. 


34 Production of Propane from Gas Reserves 
not yet Discovered or Developed 


CL) “Views, of British American 

British American did notasinelardeisin tits isubinie'si on tan 
estimate of propane production that might result from gas to 
be discovered or to be developed in the future. It indicated 
that this source would increase the propane supply above the 
levels forecast from established reserves. It should be noted 
that British American's forecast of gas production from 


uncontracted reserves reflects delivery of gas both for 
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approved removal from the Province and for supply of local 
requirements. It is possible that a portion of this future 
supply might come from future gas reserves but British 
American did not estimate what portion this might be. 

(2) Views of the Board 

The Board has reviewed its estimate, presented in OGCB 
Report 65-11, of the propane recoverable from two years 
growth of gas reserves and has decided not to alter it at 
this goime : 

Table A-5 presents a comparison of the total future 
propane production estimated by the Board with that estimated 
by British American. The Board forecast including future 
processing plant facilities and two years growth of gas 
reserves is considerably lower than the British American 
forecast even though the latter does not include a forecast 
from future gas reserves. This results primarily from the 
higher estimate by British American of the prapanemto be 


produced from future processing .facilities. 


Reserves of Propane 

(1) Views. of British American 

British American in its submission estimated the total 
available reserves of propane in the Province from established 
gas reserves to be some 484 million barrels. This propane 
reserve was estimated as follows: 

1. Propane reserves from fields on stream or under 


gas purchase contract with existing or planned 
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propane recovery facilities were estimated at 
some 362 million barrels. This represents a 
summation of individual processing plant 
estimates. 

2. Recoverable propane reserves from additional 
processing or reprocessing of gas from fields 
currently under gas purchase contracts for 
removal from the Province were estimated to be 
some 50 million barrels. This estimate was 
obtained by applying a propane recovery factor 
based on an estimated composite gas stream analysis 
to the gas reserves in these fields. 

3. Recoverable propane reserves from fields not under 
gas purchase contracts were estimated at some 72 
million barrels. This estimate was based on an 
average propane yield factor determined from a 
sample of the reserves in this category applied to 
the total gas reserves in this category. 

In addition, British American estimated that some 65 
million barrels of propane would be recoverable from two years 
growth of gas reserves. This estimate was made by accepting 
the Board's long term growth rate for gas of 2.5 trillion 
cubic feet per year and applying a propane recovery ratio of 
13 barrels per million cubic feet. 

Combining the above figures results in total propane 
reserves as estimated by British American as of January l, 


1965, of some 549 million barrels. 


(2) Views of the Board 

The Board has reviewed its estimate of the established 
propane reserves as of December 31, 1964, and the propane 
associated with two years growth of gas reserves as was 
presented in OGCB Report 65-11. The Board has increased 
the recoverable reserves from the Rimbey processing plant 
by about 4 million barrels to reflect the previously 
mentioned higher estimate of the liquid content and recovery 
factor at the processing plant. This results’ in an increase 
in the reserves recoverable from existing facilities to some 
334 million barrels. With respect to reserves from future 
processing facilities, the Board believes no change is 
necessary at this time in its earlier estimate of some 64 
million barrels. 

The Board has also reviewed its earlier estimate of the 
propane recoverable from two years growth of gas reserves and 
believes its estimate of some 43 million barrels is reason- 
able. 

Combining the above figures results in the Board estimate 
of total recoverable propane reserves as of December 31, 1964, 
of some 441 million barrels. 

Table A~6 has been prepared to compare the Board's 
estimate of propane reserves to the British American estimate. 
The table includes the comparable estimates from established 
gas reserves and existing processing facilities, from 
established gas reserves and future processing facilities, 


from two years growth of gas reserves and the total propane 


reserves. 

The table shows that the Board's estimate of propane 
from established gas reserves and existing facilities is 
lower by some 28 million barrels than the British American 
estiuate.= tiie Gest tes primarig vy trom tie tuclLusion. of the 
Carstairs reserves in this category by British American. 

The Board's estimate from future processing facilities 
is much lower than the British American estimate. The main 
reason for this is that British American used an average 
propane recovery ratio based on gas reserves now on stream 
in estimating propane reserves from gas not currently being 
produced. The Board estimate reflects a lower propane 
recovery ratio for these reserves because a sizeable portion 
of them are located in small fields where propane recovery 
does not appear economically feasible. 

The cable aisc snows. that tne! Board .s estimate “oropropane 
reserves associated with two years growth of gas reserves is 
much lower than the estimate made by British American. This 
is because British American used both a higher propane 
recovery ratio and a higher growth rate for gas. than those 


used by the Board. 


FORECAST OF PROPANE PRODUCTION FROM ESTABL! SHED 
GAS RESERVES BASED ON EXISTING PROCESSING FACILITIES 


BOARD ESTIMATE 
OGCB REPORT 65-11 
28, 200 
31, 400 
32, 400 
32, 200 
31,900 
31,600 
32, 200 
32, 000 
31, 900 
31, 800 
31,600 
31, 300 
31, 100 
30, 800 
30, 000 
27,900 
25,000 
22, 900 
20, 400 
19,100 
17,600 


TABLE A-1 


(BarRecs Per Day) 


BRITISH AMERICAN 
2 LoUMATESS 

32, 200 

34, 000 

36 , 600 

36 , 800 

36 , 500 

36 , 100 

36 , 100 

35, 800 

35,500 

35, 300 

35, 200 


CURRENT BOARD 


——ESTIMATE 


31, 300 
34,600 
34,900 
34, 400 
3%, 000 
33, 700 
34, 200 
3%, 000 
33, 800 
33, 700 
33 , 300 
32, 800 
32,500 
32, 000 
30, 200 
28, 400 
26 , 400 
24, 300 
21, 000 
19,100 
17, 00 
15,800 


A-13 


TABLE A-2 


FORECAST OF ADDITIONAL PROPANE PRODUCTION 
FROM ESTABLISHED GAS RESERVES AND FUTURE PROCESSING FACILITIES 


(BARRELS PeR Day) 


BOARD ESTIMATE BRITISH AMERICAN CURRENT BOARD 
OGCB REPORT 65-11 ESTIMATE _ ESTIMATE 

0 0 0 

0 700 0 
6,600 7, 200 6,600 
6,800 8, 300 6, 800 
7,200 8,500 7, 200 
7,500 8, 600 7,500 
7,600 8, 800 7,600 
7,700 9,100 7,700 
7, 700 9,500 7,700 
8,100 10,000 8, 100 
8, 100 10,500 8, 100 
8,000 8,000 
8, 000 8, 000 
8,000 8,000 
8,000 8,000 
8,000 8,000 
8,000 8,000 
8,000 8,000 
7,900 7, 900 
7, 800 7,800 
7, 400 7,400 
6, 700 


A-14 
TABLE A-3 
FORECAST OF PROPANE PRODUCTION FROM ESTABLISHED 


GAS RESERVES INCLUDING FUTURE PROCESSING FACILITIES 


(Barrets Per Day) 


BOARD ESTIMATE BRITISH AMER| CAN CURRENT BOARD 

YEAR OGCB REPORT 65-11 ___ESTIMATE ESTIMATE _ 

1966 28, 200 32, 200 31, 300 
1967 31, ¥00 34,700 3%, 600 
1968 39, 000 43, 800 ¥1 500 
1969 39, 000 45, 100 #1, 200 
1970 39, 100 45, 000 ¥1 , 200 
1971 39, 200 %y, 700 41 , 200 
1972 39, 800 44 900 ¥1 , 800 
1973 39, 700 ¥y, 900 41, 700 
1974 39, 600 45, 000 ¥1 , 500 
1975 39, 900 45, 300 ¥1 , 800 
1976 39, 600 45, 700 41, 400 
1977 39, 300 40, 800 
1978 39, 100 40,500 
1979 38, 800 40,000 
1980 38, 000 38, 200 
198% 36 , 000 36 , 400 
1982 32,900 3%, 400 
1983 30, 900 32, 300 
1984 28, 400 28, 900 
1985 26 , 900 26 , 200 
1986 25, 000 2%, 800 


1987 22,500 
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TABLE A-5 


FORECAST OF PROPANE PRODUCTION FROM ESTABLISHED 
GAS RESERVES AND GAS RESERVES NOT YET DEVELOPED 


FROM EXISTING PROCESSING 


* 


GROWTH OF GAS RESERVES, 


(BaRRELS PeR Day) 





BOARD ESTIMATE 





BRITISH AMERICAN FACILITIES AND TWO YEARS 

ESTIMATE * _ GROWTH OF GAS RESERVES 
32, 200 31, 300 
3h, 700 3%, 600 
43, 800 3%, 900 
45, 100 34, 400 
45, 000 3%, 100 
44, 700 33, 800 
4, 900 3%, 400 
Y, 900 34, 300 
45, 000 3%, 200 
45, 300 3%, 300 
45, 700 34, 000 
38,600 
33, 600 
33, 400 
31, 800 
30, 300 
28, 600 
26 , 800 
23, 700 
22,100 
21, 000 
19, 800 


INCLUDING FUTURE PROCESSING 


FACILITIES AND TWO YEARS 


GROWTH OF GAS RESERVES 


31, 300 
34,600 
#1 , 500 
¥1 , 200 
¥1 , 300 
¥1 , 300 
42, 000 
42,000 
#1 , 900 
42,400 
42,100 
41,600 
41,600 
41, 400 
39, 800 
38, 300 
36 ,600 
3%, 800 
31,600 
29, 900 
28, 400 


26 ,500 


BRITISH AMERICAN DOES NOT INCLUDE PRODUCTION FROM TWO YEARS 
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APPENDIX B 
ALBERTA PROPANE REQUIREMENTS AND PERMIT 
COMMITMENTS 
Alberta Propane Requirements 

(l)’ Views of "BritisheAmernican 

British American amended its 1965 forecast, reviewed by 
the Board in OGCB Report 65-ll, in two respects to arrive at 
his current projection. 

The first amendment adopted the Board's method of treat- 
ment of British American's former category of demand "miscellan- 
eous use". This was estimated in the original British American 
projection to total a constant 17200 barre bse pea throughout 
the forecast period, and comprised such consumption as field 
and plant use, losses, and a category statistically reported 
by the Board as "refinery and other" which amounted to some 
200 barrels per day in 1964. To reflect this@larter  catetony, 
the Board in the OGCB Report 65-ll increased the British 
American year by year forecast of LPG distributors demand by 
200 barrels per day, since this comprised in thes magn industrial 
and carburetion consumption. The remaining 1,000 barrels per 
day was not included in British American's demand figures, 
because the Board treated such items as plant and field 
consumption and losses as a deduction from supply, rather than 
as a requirement. | 

The second amendment by British American was to substitute 


the Board forecast of miscible flood demand for the estimates 


B-2 


previously presented by British American. 

(2) Views of the Board 

The Board notes that both these amendments were in accord- 
ance with, rather than divergent from, the Board forecast or 
the Board's amendments to the original British American forecast. 
Consequently, the Board has no additional comments relating to 
the differences between the British American and the Board 
forecast to those already made in OGCB Report 65-11 and has 
decidedimot tot altermdtesforecastilofavilberta’ requirements, at 
thilisiieime . 

Table B-l compares the current British American and Board 
forecasts of total requirements for propane in Alberta. The 
adjustments made by British American to its previous forecast 
result in a 9 million barrel decrease in thirty-year require- 
ments to 191 million barrels and consequently increase the 
difference between the Board and British American thirty-year 
requirements from 21 to 30 million barrels. British American's 
average ‘annua liraties ofomrawth! joversithe enitireyd orecasity, pentod 
remains unchanged at a slightly higher level than the correspond- 
ing Board rate. In addition, British American continues to show 
significant lyrdiower tind highers rate se lofi enowth ovenscthe mare t 
and second half of the period respectively as compared to those 


of* the!’ Board. 


Permit Commitments 
I et EE 
Because the British American submission was made prior to 


pubisica tLon ®foBoardl nepiomty OG CBRy66rAgerned aden ge it o -the, Pacific 


B-3 


Petroleums Ltd. application, the Board has adjusted British 
American's figures to allow for the new Paeifie permit .¢o The 
Board has also adjusted the amounts relating to Permit No. 
BA 65-1 in anticipation of the proposed termination of this 
permit as of September 30, 1966. Present permit commitments 
therefore consist of the amounts approved under the Canadian 
Hydrocarbons Permit No. CH 65-1, the Pacific Petroleums Permit 
No. PP 66-2 and the British American Permit No. BA 65-1 up 
to September 30, 1966. Canadian Hydrocarbons' permit has a 
ferm from November Ll, 1966, to Oct obets. Uma cGy with maximum 
amounts for consecutive twelve-month periods declining from 
some 2,100 barrels per day in 1967 to some 1 ,5:000 bamredssper 
day for 1974 and subsequent periods. Pacific Petroleums' term 
runs from November 1, 1965, to October 31, 1987. Maximum 
amounts for consecutive twelve-month periods begin at 9,800 
parrels per day in 1966 and increase to 115,000 barne lesiperm day 
€rom>09684 tov 197.99 inclusive, declining thereafter to Lee 0 
barrels: per: days by» 1987s. s Ther British American adjusted permit 
commitment is equivalent to 1,500 barrels per days shi0 Tig. 9:6r6t. 
Total permit commitments as shown in Table B-2 are calculated 
to rise from 11,300 barrels per day in 1966 to some 135,000 
barrels per day in 1968 and 1969 and decline thereafter to 
1e/00, barrelsaper day by L98/q reculting win overall thirty-year 


commitments of some 88 million barrels. 


Summary 


Table B-3 is the summation of Tables B-l and B-2. Since 


B-4 


the permit commitments presented by British American have been 
revised to conform with the Board's figures, the differences 
in thirty-year requirements and commitments shown in Table 

B<-3 are attributable solely to théavarniations in the estimates 


of Alberta requirements shown in Table Bel. 


Be 


TABLE B-1 


FORECAST TOTAL ALBERTA REQUIREMENTS FOR. PROPANE 
1966. eames 


(BARRELS PeR Day) 


YEAR BRITISH AMERICAN 
1966 8,600 
1967 9,000 
1968 9,700 
1969 10, 200 
1970 11,000 
1971 11,500 
1972 12,100 
1973 12,600 
1974 13, 200 
1975 13,800 
1976 14, 400 
1977 14,900 
1978 15,500 
1979 16,000 
1980 16,500 
1981 17, 100 
1982 17,800 
1983 18, 400 
1984 19,100 
1985 19, 800 
4986 20,500 
1987 21, 300 
1988 22,000 
1989 22,900 
"1990 23, 700 
1991 24 600 
1992 25 500 
1993 26 , 500 
1994 27,500 
1995 28, 500 


30-YEAR REQUIREMENTS 
(MILLIONS oF BARRELS) 191 


AVERAGE ANNUAL CUMULATIVE 
GROWTH RATE (4%) 


1966 - 198) 4,7 
1° en fee) 3.7 
1966 - 1995 ae 


BOARD 


9,000 

9,400 
10, 000 
10, 400 
12,900 
13,900 
1%, 800 
15,600 
16, 100 
16,300 
17, 400 
18,100 
19,000 
19, 900 
21, 800 
22, 200 
22,700 
23,100 
23,600 
2%, 000 
24,600 
24, 900 
25, 400 
25, 800 
26 , 300 
26 ,600 
27, 100 
27,500 
28,000 
28, 400 


221 


TABLE B-2 


ALBERTA PERMIT COMMITMENTS 1966-1995 


(BarRRets Per Day) 


YEAR PERMIT NO, CH 65-1* PERMIT NO, PP 66-2* TOTAL 
CANADIAN HYDROCARBONS PACIFIC PETROLEUMS COMM| TMENTS 

1966 9, 800 11, 300** 
1967 2,130 10, 300 12,430 
1968 2,040 11,000 18, 040 
1969 2,040 11,000 13, 040 
1970 1,910 11, 000 12,910 
1971 1,770 11,000 12,770 
1972 . 1,750 11,000 12,750 
1973 1,610 11,000 12610 
1974 1,480 11,000 12, 480 
1975 1,480 11,000 12,480 
1976 1,480 11,000 12, 480 
1977 1,480 11, 000 12,480 
1978 1,480 11,000 12,480 
1979 1,480 11,000 12,480 
1980 1,480 10, 200 11,680 
1981 1,480 9,600 11,080 
1982 1,480 8, 900 10, 380 
1983 1,480 : 8, 200 9,680 
1984 1,480 6, 300 7,780 
1985 1,480 4 700 6,180 
1986 1,480 2,700 4 180 
1987 - 1, 700 1,700 
1988 = : a 
1989 - - . 
1990 - - - 
1994 - - - 
1992 - - - 
1993 - - - 
199% - - - 
1995 - - - 


30-YEAR COMMITMENTS 
(MILLIONS OF BARRELS) 12 75 88 


* AMOUNTS REPRESENT AUTHORIZED PERMIT VOLUMES FOR THE 12 MONTHS ENDING OcToBER 31 
IN EACH YEAR, IN THE CASE OF CANADIAN HYDROCARBONS |T 1S ASSUMED THAT ADDITIONAL 
PURCHASE CONTRACTS ARE MADE BY THE PERMITTEE, UP TO THE MAXIMUM ALLOWED IN THE PERMIT, 


** Includes 1,500 BARRELS PER DAY UNDER THE BRITISH AMERICAN Permit No, BA 65-1, To 
COVER THE PERIOD JANUARY 1 TO SEPTEMBER 30, 1966 INCLUSIVE, 


TABLE B-8 


TOTAL ALBERTA REQUIREMENTS AND PERMIT COMMITMENTS 1966 - 1995 


(BaRReLS Per Day) 


YEAR BRITISH AMERICAN BOARD 
1966 19, 900 20, 300 
1967 21, %00 21, 800 
1968 22,700 23, 000 
1969 23, 200 23, 400 
1970 23,900 25, 800 
1971 24, 300 26 , 700 
1972 24, 900 27,600 
1973 25 , 200 28, 200 
1974 25, 700 28,600 
1975 26 , 300 28, 800 
1976 26 , 900 29, 900 
1977 27, ¥00 30, 600 
1978 28, 000 31,500 
1979 28,500 32, 400 
1980 28, 200 33,500 
1981 28, 200 33, 300 
1982 28, 200 33, 100 
1983 28, 100 32, 800 
1984 26 , 900 31, 400 
1985 26 , 000 30, 200 
1986 24, 700 28, 800 
1987 23, 000 26 ,600 
1988 22,000 : 25, 400 
1989 22, 900 25, 800 
1990 23, 700 26 , 300 
1991 24,600 26 ,600 
1992 25 500 27, 100 
1993 26 , 500 27,500 
199% 27,500 28, 000 
1995 28, 500 28, 400 


30-YEAR REQUIREMENTS AND 
PERM! T Commi TMENTS ORES) 309 


(MiLLtons oF BaRRELs) 


APPENDIX C 
THE MEETING OF THE PRESENT AND FUTURE REQUIREMENTS 
OF ALBERTA FOR PROPANE AND THE EXISTING PERMIT 
COMMITMENTS, AND THE RESULTING SURPLUS 
Asy discussed an Gectd one Vey Ofathisy neportysatheyBoardi has 
altered slightly the three tests which it believes must be 
satisfied in protecting for Alberta propane requirements and 
the existing permit commitments. The first test involves 
comparison of the total propane reserves to the total thirty- 
year requirements ~p The (seconds testolasemnodifdedyinvolves a 
year by year supply-demand balance for the period of the 
longest existing permit to remove propane from the Province. 
The final test is a comparison of the propane reserves 
remain tigi rat \chemend sof ithe *term pot «the Vongest spermist sto 
the total requirements for the remainder of the thirty-year 


period: 


Total Balance 
The Board has compared in Table C-l the reserve and 
requirement estimates and the resulting surplus as presented 
by British American with its own estimates. The table 
includes the comparable surplus that would result from 
existing processing facilities and including future facilities. 
The table shows that the propane reserves from existing 
facilities as estimated by the Board are 68 million barrels 
greater jthangthe ztetal,thirtysyearatequireménts» off the 
reserves fromsfutune facilities .are includedysthisosurplus 


increases to 132 million barrels. The Board believes that 


greater weileht should be placedwon thes lattvernen 1 cuuceet ne 
Board estimated surplus of 132 million barrels is much lower 
than the 270 million barrels estimated by British American. 
Thes difference? results! from! ai lower estimate by British 
American of the thirty-year requirements and also a much 
higher estimate of the total recoverable propane reserves. 
The latter occurs primarily because British American's 
estimate of propane reserves recoverable from future facil- 


ities is higher than the Board's. 


Balance on a Year by Year Basis 

British American included in its submission a Provincial 
supply-demand balance for the period 1966 to 1976, inclusive. 
The balance did not include an estimate of propane production 
from future gas reserves. However, the projected production 
from gas reserves established but not under contract may 
depend to some extent on future development of gas. Details 
of the balance as submitted by British American are presented 
as Table C-2. (In Table C-2 and all subsequent tables in 
this appendix production and requirement figures have been 
rounded to the nearest 100 barrels per day). The table shows 
that, for the case of existing facilities, British American 
forecasts a propane surplus of over 8,000 barrels per day 
throughout the period studied. Prefuturet Paci litres @are 
included, the surplus forecast by British American will 
increase from some 12,000 barrels per day in 1966 and 1967 


to over 21,000 barrels per day in 1968 and will then decline 


C-3 


to some 19,000 barrels per day in 1976. 

Table C-3 presents a supply-demand balance for the 
period 1966 to 1987 based on the Board's estimate of 
propane production and requirements as presented in Appendices 
A and B. The table shows that, for the case of propane 
production from existing facilities and two years growth of 
gas reserves, a surplus of about 11,000 barrels per day 
existses formtehe! period 1966 to® 1960'Snclusives’" The Surplus 
then declines to approximately a balanced position by 1979 
and! aldefWelLctamectutis] thereat fers® Including production from 
future processing facilities, the projected surplus is some 
11,000 barrels per day for 1966 and 1967, increases to over 
18,000 barrels per day in 1968 and then declines to approx- 
imately a balanced position for the years 1984 to 1987 

Table C-4 compares the year by year surplus as estimated 
by British American and by the Board. As mentioned previously, 
the figures are not directly comparable because British 
American has not’included a production estimate from future 
gas reserves. The table shows that, notwithstanding the 
different basis, the Board's forecast surplus is lower than 
that forecast by’ British American for both the case from 
existing facilities’ and the’ case including future facilities 
for the period) 1966 to 19/6. This results from both a bacher 
production forecast and a lower demand forecast by British 


American. 


Balance for Remainder of Thirty-Year Period 


Table C-5 has been prepared as a substitute for a year 


c-4 


by year supply-demand balance for the period 1988 to 1995. 

It is a comparison of the remaining propane reserves as of 

the end of 1987 (the end of the longest existing permit) 

to; ithe total inmequirementis ,of; they Provinces for, themremainder 

of the, thirty-year= period »)Brithish Amerd candids not extend 

its. propane. production, forecast! beyonds thei pendod) of mits 
requested permit (1966 to 1976) and for this reason a 
comparison between the Board's and British American's estimates 
is not possible. 

Table C-5 presents the balance for the remainder of the 
tharty-year, period) for two, cases: sone) refilectines production 
from existdnge processing! faci litiesyvand they othersincg! udinge 
futures facilitiesioeThestabiles shows thats thearemainiag 
reserves as estimated by the Board at the end of 1987 will 
be Jd29;millions barrels: forythescase/ ofeexistingetaci tities 
Oxyd S/amildienibarreds including iutureseacatai4¢e.- eee 
also shows) thatathes totals requirementstior) thegrematnuderz.of 
the; thirtysyearyperiod willsbec80 million vbarreitstrainus 
results in a surplus of the then remaining reserves over the 
requirements for the remainder of the period of protection 
of 49.millionsbarreds for thegcasenofnexistingegiachideies 


Ored/;mitlionybarreistineludings futurepiaciiities: 
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APPENDIX OD 
THE APPLICANT'S REQUEST FOR AUTHORIZATION FOR 
THE REMOVAL OF PROPANE AND THE SURPLUS WHICH 
WOULD RESULT IF THE REQUEST WERE APPROVED 

British American requested authorization to remove from 
the Province a total of 28,470,000 barre le@aer ipropare soveurs 
ten-year period commencing October 1, 1966. The average 
quantity to be xrémoved under Che reduces ede pe ema moe er 
barrels per day. The propane is to come from the Bonnie Glen, 
Crossfield, Harmattan, Judy Creek, Leduc-Woodbend, Nevis, 
Pincher Creek, Rimbey and Turner Valley processing plants. 

Table D-1l has been prepared to determine how much propane 
British American will be able to dedicates to unis pre jecr 
over the period of the proposed permit.* Ihe table is baeed 
on the Board forecast of propane production from thessupmece 
processing plants, and on evidence submitted by British 
American as to the portion of the propane it owns) Or scomerors 
from each processing plant, andm@asp to certain scommiCmen tame 
has for propane within the Province. For convenience, the 
table has been labelled as the years 1967 to 1976 inclusive. 
It should beenoted that the 1967 year as shown in the table 
actually begins October 1, 1966, and each subsequent year 
shown on the table begins October 1, of the previous year. 
Thesdetailssingaupporp-of Tableati-1l tare as sfollows: 

Bonnie Glen. British American has an open-end contract 

with Texaco Exploration, Cotipanysfor 300 barrels of 


propane per day from the Bonnie Glen processing plant. 
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Table D-l assumes this volume of propane will be 
available to British American for the entire period 
of the requested permit. 

Crossfield. British American has an open-end contract 
with Socony Mobil O21 of Canada Ltd.*for some’38 per 
Cent OE" thew total 6resstield* processing plant 
production. Table D-1 assumes this volume of propane 
will be available to British American for the entire 
period of the requested permit. 

Harmattan. British American has a contract with 
Canadian Superior Oil Ltd. covering 40 per cent of 
that portion of the propane production from the 
Harmattan processing plant which Canadian Superior Oil 
Ltd. owns or controls. Since the Board was not given 
information concerning the details of the arrangement 
which Canadian Superior has to market propane on 
behalf of other owners at the Harmattan plant, the 
quantities shown in Table D-l are limited to 40 per 
cent of the Harmattan propane owned by Canadian 
Superior. 

Judy Creek and Leduc-Woodbend. British American owns 
some 27 “pér “cent of “the “Judy “Creek “processing “plant 
propane productror? S*tfowever; “rt “tas “contracted with 
Pmpe ria LO Pel Art rerer GPACire "a Pepe sa Peot Farris #pro- 
duction until early in 1968. It also has a five-year 


contract to purchase from Imperial Oil Limited 300 
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barrels per day of propane from the Leduc-Woodbend 
processing:plant.~, TablesD=lenecognizestbothyoe 
these contracts in that no propanesisheonsidered+as 
available to British American from Judy Creek for 
1967*orethe firstihaligoing 1968 but 300gbarrel separ 
day is considered available from Leduc-Woodbend. 
Thereafter, the combined total available from both 
these processing plants is 27 per cent of the Board's 
estimate of production.from.the,Judy Creek processing 
plant. .:),This+approach-eiis ,consistent;with that jyusedpby 
British American in estimating the proposed permit 
supply. 

Although the propane removed from the gas at the 
Judy Creek processing plant is actually recovered as 
specification propane at the Leduc-Woodbend processing 
plant, the applicant showed the propane supplies from 
gas produced at the two processing plants separately, 
penhaps fer hrueasons .xelated .tol.its contracts 2 9 yee 
Board has taken the same approach in the preparation 
COtetivemLlepatc . 
Rimbey. British American owns approximately 36 per 
cent of the propane production from the Rimbey 
processing plant and is marketing under year by 
contracts gan sadditional L4 per icent jon wbehal se poke athe 
other .owners «)~7 This. nesul tein ,.congnoal, by sBaul tes 


American ,of some 50 .per .cent,of, the Rimbey, processing 
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plant production. Evidence presented at the hearing 
indicated that British American has a commitment to 
Chemcell for some 1,200 barrels per day of propane to 
be produced from the Rimbey plant. While the Board 
did not receive details of the contracts which 
British American has for the marketing of propane 

on* Dehalt* of others) Msinte® the quantities? of propane 
which British American proposes to dedicate to its 
extraprovincial market from the Rimbey plant is 

less than that it owns, the Board is satisfied 

that British American does have full control of 

sone" )O0cper™= cent or the product ion or the Rimbey 
plant less the 1,200 barrels per day. The Board 

has accepted British American's submission that 

the 1,200 barrel per day deduction be extended for 
theet ull* tern’ of they permit® 

Nevis,’ Pincher® Creek andi Turner Vailleyi?? British 
American owns 100 per cent of the propane production 
from each of these three processing plants. However, 
evidence presented at the hearing indicated that it 
also has additional commitments within the Province 
for some 300 barrels per day of propane. The Board 
has in “Table D=l > ‘shown tas <aval lable vo lBrieash 
American from each of these processing plants, 100 
per cent of the Board's estimate of propane 
production sless 100), barrete perm day.) This in total, 


provides for Meiuntherireservation of9300 barrels per 


day to meet Alberta requirements for propane. 

The, table.shows that,under. the. existing, policy. as, set 
out by the Board in OGCB Report 65-11 and discussed further 
in Sections, off this, repont.». British; American, would, be 
entitled to, remove, from thesProyvince whe urnequesped quantity 
of 7,800. barrels, pers days» Removals of. these: quantities arrer 
the dnitial twooyvears would) be, subject .to British American 
filing the appropriate additional contracts with the Board 
during the, first. twenty-one, months, of. the, permit period. 
The table wadso. showsa the, duantidtiess that, British Ameracan 
would be permitted to remove from the Province if no 
additiomady contracts, are, phesenteds tos,t he, board. af Omcuas 
case the quantities that could be removed would be 7,800 
barrels per day for the first two years, declining to 
5,790 barrels. persday jn: the, thirds yearep edness duan ta ly, 
that may be removed would decline further to 5,190 barrels 


per day dm, thegtenth;and finaly year ofsthe, proposed, permit . 


Total Balance 

Table C-1l in Appendix C has shown that based on the 
Board's study, the total available propane reserves includ- 
ing future” processing facilities,..are somes 1329miii von 
barrels greater than the thirty-year requirements of the 
Province and the existing permit commitments. Loe owe 
British American request is provided for (28.5 million 
barrels) a surplus of some 103 million barrels still remains. 


If only the reserves associated with existing processing 
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plant facilities are considered, this results in a reduction 


in the total surplus to some 39 million barrels. 


Balance on a Year by Year Basis 

Table D-2 has been prepared to determine if the British 
American request is surplus on a year by year basis to 
Alberta's requirements. The table has been based on the 
Board's estimates of requirements and production and presents 
two cases: one reflecting propane production from established 
gas teserves and existing processing facilities plus two 
years growth of gas reserves, and the other including 
production from future proecesainge facilities. The British 
American requested permit is for only a ten-year period 
terminating in 1976. However, for the reasons discussed in 
section V, the Board has decided that the year by year 
propane balance should be extended to cover the period from 
1966 (to 198/. 

Columns 2 and 3 of Table D-2 have been taken from Table 
C-3 of this report and give the propane surplus to Alberta's 
requirements and the existing permit commitments as 
projected by the Board for the two above mentioned cases. 
Column 4 shows the British American request and columns 5 
and 6 are the resulting surplus for each case. 

The table showse that for) they case\lofrexisSting facilitdaés 
plus two years growth of gas reserves, the British American 
request can be satisfied and a surplus of some 5,000 barrels 


per day will exist in 1967. The surplus will gradually 
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decline ‘and ‘a mde fiiclite Ais predicted forthe pertod L9i7s1Ast oO 
the termination of the requested permit in 1976. If 
production from future facilities is included, a surplus 
results for the entire period. The surplus will increase 
from some 5,000 barrels per day in 1967 to about ATH OK OS, 
barrels per day in 1968 and thereafter will decline tCogsome 
4,000 barrels per day by “Che termination of the requested 
permit tnvl9/6. = [he Board places greater weight on the 
case including future facilities. 

Extending the forecast for the period 1977 to BUG: 
inclusive, from existing processing facilities and two 
years growth of gas reserves, the surplus declines from 
some 3,000 barrels per day to a maximum deficit of 3. E00 
barrels per day in 1985. By 1987 the deficit has decreased 
to 6,800 barrels per day. For the period LOW 7 EOL oy 
rel een and including future processing facilities, the 
surplus declines from some 11,000 barrels per day in 1977 
to approximately a balanced position by 1987. The Board 
does not believe that the supply-demand balance in the latter 
years of the extended forecast would in any way be arfected 
by the removal from the Province of thes duantities requested 


by British American. 


Balance for Remainder of Thirty-Year Period 
Table D-3 is a comparison of the remaining propane 
reserves as of the end of 1987 with the total requirements 


of the Province for the remainder of the thirty-year period, 
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1988 tost99Seinchusive.alThea tabhewpresentsrtwovcases anyone 
reflecting production from existing processing facilities 
and two years growth of gas reserves and the other 
including future facilities. 

The table shows that the remaining reserves at the end 
of the longest existing permit term will be 129 million 
barrels for thelease of existing, facilities or 137 million 
barrels including future facilities. It also shows that 
the total requirements for the remainder of the thirty-year 
period will be 80 milfion barrels. This results in a 
surplus of the then remaining reserves over the require- 
ments for the remainder of sthe pexiiod of protection of 49 
Hit lionebparrels for the Gase of existing, facilities or (57 
multion bartels including’ future facilities. 

On the basis of the foregoing, the Board concludes 
thet. the grins teres tioL aosurplus has been satistied:. 
Giving most weight to~the figures* which include future 
processing facilities the second test is clearly satisfied 
fer the perrodyof thetproposed permit and the Mdef@eiencies 
which appear in the last few years of the twenty-year 
projection are nominal and ones which in any case could 
mot practically be elimingted by curtailment of removal of 
propane during the first ten years of the period. . The 
third test showsta surplus but,,in the light of the trend 
of the year by year analysis, it is likely that propane 
would only be available to meet the continuing Alberta 


requirements if special operations designedsto accelerate 
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its recovery were instituted. As in the case of the 

second test, however, curtailment of removal of propane 
over the period 1966 to 1975 would have no effect in the 
supply during the period of the third test. All things 
considered, the Board is satisfied that the propane for 
which the applicant seeks authority to remove is surplus 


to the present and future needs of the Province. 
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APPENDIX E 


IN THE MATTER of The Gas Resources 
Preservation Acty 1956, being 
chapter 19 of fthe Statutes of 
Alberta, 19563 and 

IN THE MATTER )ofea Permit to The 
British American .Oil Company 
Limited 


PERMIT NO. BA 66-2 


WHEREAS The British American Oil Company Limited 
(hereinafter called "the Permittees) Shas appltred) romt her O11 
and Gas Conservation Board for a permit pursuant to The Gas 
Resources Preservation Act, 1956, for the removal from the 
Province of propane produced at the gas procéssing plants 
hereinafter referred to:gand 

WHEREAS the Board, upon inquiry into and hearing of 
the application, has found that the Permittee is a person who 
Se eee or has the right to produce propane within the Broyvince 
and who has entered into contracts to purchase propane within 
the Province and who Proposes to remove propane, or cause it 
to be removed, from the Province, and that the provisions of 
the said Act affecting the application have been complied with; 
and 

WHEREAS the Board is of the opinion that the granting 
of this Permit for the removal of propane from the Province is 
in the public interest having regard to the present and future 


needs of persons within the Province, and to the established 


reserves and trends in growth and discovery of the reserves 
of gas.or propane in the Province .gand 
WHEREAS the Lieutenant Governor in Council has 


given his approval by Order in Council numbered , and 


dated 
THEREFORE, the Oil and Gas Conservation Board, 

pursuant to the provisions of The Gas Resources Preservation 
Act, 1956, hereby grants a Permit to The British American 
Oil Company Limited, and hereby authorizes the removal of 
propane from the Province, subject to the regulations and 
orders made pursuant to the provisions of the said Act and 
For thesterms sand conditions prescribed in this Permit, as 
follows: 

le pubject.to the, conformity by, the, Permittee, with. the 
terms and conditions hereof, this Permit shall be operative 
FOr. 2, .erm commencing om, October 1, 1966, and ending on 
September 30, 1976. 

a (1) The quantity of propane that may be removed from 
the Province pursuant to this Permit shall not exceed in any 
of the following twelve-month periods the maximum quantity 


prescribed for that period as follows: 


Twelve=Month Period Maximum Quantity 
October 1, 1966 to September 30, 1967 2,8444900,barrels 
October, lL, 1967, to, September, 30, 1968 2,54/;,000 barrels 
October. 1,, 1968 to,September, 30, 1969 Zo 13,000, barrels 


October 1,.1969. towSeptember. 30, 1970 2,095,000, barrels 


October ly 1970 to September 30,1071 2,08 O00 0SbDarreris 
October 1, 19/71 to Septemberes0 elo 72 lo 971 OOO RN bar pelts 
October 1. 897/72 to september 307.973 1°.967,,000, barrels 
October 1, 1973 to September 30, 1974 ly, 267,,000.bDarned s 
October 15 L974 to September e307 mb 7 1.9535, 000 gba mies 
October .1, 1975. tol September #50 haw 70 17394-0007 barrels 


(2) Notwithstanding subclause (1), the Board, upon 
application made by the Permittee on or before July 1, 1968, 
and upon being satisfied that it has entered into additional 
contracts to purchase propane at the plants named in clause 3 
of these terms and conditions, may stipulate greater maximum 
quantities for any of the third or subsequent twelve-month 
periods in place of those prescribed in subelause (CL) mpDUE 
such greater maximum quantities shall not vexceede? 647,000 
barrels for any twelve-month period. 

oe The Permittee.) fore the (purposes ol ethicom fe rm. Gemma 
purchase of otherwise acquire for removal from the Province, 
and there may be removed from the Province under the authoruty 
of this Permit, only propane obtained from the processing of 


gas at the following gas processing plants: 


Gas Processing Plant Location 
Bonnie Glen Section why, lownshipe4, . hanes cece 


West of the 4th Meridian 


Crossfield sectilon™24 Township 26, Rance, o: 
West of the 4th Meridian 


Harmattan section 2/7,  Townsinl p sl weaken cua 
West of the 5th Meridian 


Judy Creek sectlon™2Z5, Township, 64, hance ul. 
West of the Sth Meridian 


Leduc=Woodbend Section 34, Township 50, Range 26, 
West of the 4th Meridian 


Nevis pection 22, fownship 395 Range 22), 
West of the 4th Meridian 


Pincher Creek Section 23, Township 4, Range 2191, 
West of the 4th Meridian 


Rimbey Section 3, Townenip 44, Rance 1. 
West of the 5th Meridian 


Turner Valley Section 6, Township 20, Range 2, 
West of the 5th Meridian 


Ebi (Cl) If, during the term of the Permit, the Permittee 
gives or receives notice of cancellation of any contract under 
which it purchases propane at a processing plant named in 
clause 3 of these terms and conditions, it shall forthwith 
MNOCity the Board of the notice . 

(2) Upon notification by the Permittee pursuant to 
subclause (1) or one month before cancellation of a contract 
PUlLsuant fo a notice reréerred to in subelause (1), whichever 
is later, the Board, by stipulation, shall reduce the volumes 
of propane that may be removed from the Province pursuant 
tO this Permit during the balance of the term of the Permit 
by the volumes that the Permittee would have purchased under 
fhe contract if it¢ had not been cancelled; but af the Permittee. 
before the issue of the stipulation, satisfies the Board that 
it has made an arrangement whereby it will acquire volumes of 
propane at any processing plant named in clause 3 of these 
terms and conditions to replace in’ whole or in part the 
propane that it would have purchased under the cancelled 


contract, and,where the arrangement is to acquire replacement 
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volumes at a processing plant other than that at which the 
propane covered by the cancelled contract was obtained, 
that the schange ini theisiourcel tom! the propane will) not 
prejudice any public interest, then the volumes of propane 
that may be removed from the Province pursuant to this 
Permit shall not be reduced or shall be reduced only to 
the extent that the volumes of propane that the Permittee 
would have purchased under the cancelled contract have not 
been. replaced, “as the case may bew 
5. Propane produced at processing plants other than 
those named in clause 3 of these terms and conditions acquired 
in Alberta by the Permittee may be removed from the Province 
under the authority of "this sPermias 
(a) over a period of not more than three months 
in any year commencing October 1, and 
(b) in daily average volumes over the period 
not exceeding one-tenth of the volume 
that could be removed from the Province 
pursuant to this Permit 1f the annual volume 
were divided equally among.the days in the 
year, 
in substitution for equal volumes of propane produced at plants 
named in said clause 3, and the Permittee shall notify the 
Board of the substitution within ten days of its commencement. 
6. The effective commencement of removal of propane 
from the Province pursuant to this Permit shallepe onlor before 


January 1, 1967, unless, upon application by the Permittee, a 
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later date is stipulated by the Board. 

we (1) All propane removed from the Province pursuant 
to this Permit shall be measured by or on behalf of the 
Permittee within the Province and in a manner satisfactory 
to the Board. 

(2) The measurements required by this clause shall 
be reported monthly to the Board in a manner approved by the 
Board. 

8. (1) The Permittee shall supply propane at a 
reasonable price to any community or consumer within the 
Province that is willing to take delivery of propane at a 
gas processing plant named in clause 3 of these terms and 
conditions and that, in the opinion of the Board, can reason- 
ably be supplied by the Permittee. 

(2) In the event that propane is removed from the 
Province pursuant to this Permit by pipe lime, the Permittee 
shall supply propane at a reasonable price to any community 
or consumer within the Province that is willing to take 
delivery of propane at a point on the pipe line transmitting 
the propane within the Province, and that, in the opinion of 
the Board, can reasonably be supplied by the Permittee. 

ie If any community or consumer is willing to take 
delivery of propane pursuant to clause 8 of these terms and 
conditions, and agreement on the price to be paid for the 
propane cannot be reached, the price to be paid shalliepe 


determined by the Public Utilities Board on the application 


of an interested party. 

10. Notwithstanding the provisions hereof, the Permittee 
shall comply with the provisions of any Act, competent 
regulation, order or direction governing the production, 
conservation, transportation, processing, purchas ines, 
acquisition, sale, measurement, reporting, testing, supply or 


delivery of propane within the Province. 


MADE Wat ithe wCity.of (Caleary, an the Provincenor 


Albenta \ tthwis day of Av. Dy. LI 6G.. 


OIL AND GAS CONSERVATION BOARD 


G. W. Govier 


Chairman 
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